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WORLD  NEWS 

^ IMF  warns  Europe’s 
central  bank  not  to 
rule  out  rate  cuts 

The  International  Monetary  Fund 
warned  the  European  Central 
Bank  not  to  rule  out  further  cuts 
in  interest  rates.  The  Fund 
believes  that  with  a slowdown  in 
the  US  economy  likely,  a strong 
performance  in  the  euro-zone  is 
vital  to  keep  the  world  economy 
on  track.  Page  20;  Slowdown  In 
US  inevitable,  Page  6;  Strength 
of  sterling,  Page  10;  Editorial 
Comment  Page  19 

Russia  set  for  default  on  bonds 
Russia  is  set  to  default  for  the 
first  time  on  its  Soviet-era  foreign 
currency  bonds  in  a move  aimed 
at  husbanding  resources  to  help 
It  avoid  reneging  on  post-Soviet 
debt.  Europe,  Page  3 

India  presses  on  with  reforms 
India  gave  a display  of  business 
as  usual,  as  Bimal  Jalan,  India's 

J central  bank  governor,  set  out 
' the  bank's  reform  agenda  for  the 
next  six  months.  But  political 
uncertainty  was  growing  in  New 
Delhi.  Asia- Pacific,  Page  4 

Report  of  lapses  at  N-weapon  labs 
The  US  Energy  Department  and 
its  contractors  showed  “a  lack  of 
attention"  to  grave  security  risks 
at  nuclear  weapons  laboratories 
in  spite  of  warnings,  congressio- 
nal Investigators  were  set  to 
report  US,  Page  8 

France  and  Italy  urge  jobs  pact 
The  European  Union  must  com- 
mit itself  to  an  employment  pact 
that  would  involve  a 3 per  cent 
annual  economic  growth  target 
f \ as  well  as  public  investment  in 
new  technologies,  according  to 
France  and  Italy.  Europe,  Page  3 

Land  auction  boost  for  Hong  Kong 
Hong  Kong's  first  land  auction  in 
12  months  attracted  aggressive 
bidding  as  three  plots  went  for 
prices  sharply  higher  than  market 
expectations,  boosting  confi- 
dence in  the  territory. 

Asia-Pacific,  Page  4 

Yeltsin  backs  regional  governors 

President  Boris  Yeltsin  fold  Rus- 
sia’s regional  governors  that  he' 
was  “ready  to  go  into  baffle”  to 
defend  their  powers  - a snub  to 
Yevgeny  Primakov,  prime  minis- 
ter, who  has  been  pushing  for  a 
strengthening  of  Moscow's 
\ authority.  Europe,  Page  3 

L-  Jamaica  defiant  over  tax  unrest 
The  Jamaican  government  said  it 
would  not  withdraw  taxes 
announced  last  week  that  have 
led  to  several  days  of  violent  pro- 
tests in  towns  including  the  capi-  . 
tal.  Kingston.  Latin  America  & 
Carfobean,  Page  8 

Austrafia  on  attack  over  trade  taflcs 
Australia  has  launched  a cam- 
paign against  alleged  backsliding  i 
by  the  European  Union  and  the 
US  in  the  lead-up  to  World  Trade 
Organisation  agricultural  trade  ! 
negotiations.  Trade,  Page  5 

Holocaust  fond  talks  stalled 
Germany  said  talks  with  the  1 
World  Jewish  Congress  were 
deadlocked  over  an  industry  fund  , 
to  compensate  Nazi-era 
V Holocaust  victims. 

Virgin  territory  beckons  Branson 
Richard  Branson,  head  of  Virgin 
group  and  the  UK’s  best-known.  : 

entrepreneur.  Is  planning  to  offer 
flights  to  outer  space  and  has 
registered  Virgin  Galactic  Airways 
as  a company.  Britain,  Page  10  , 
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Brazil 

Is  the  latest 
recovery  real? 

Page  19 


Electronic  books 
Here  come  text-reading, 
hand-held  computers 
IT,  Page  30 


Debt  crises 

Private  sector  lenders 
must  contribute 
Martin  Wolf,  Page  18 


BUSINESS  NEWS 

SmithKIine 
Beecham  to  ditch 
osteoporosis  drug 

SmtthKKne  Beecham,  UK  drags 
company,  is  to  ditch  the  devel- 
opment of  idoxifene,  a potentially 
important  product  for  the  bone 
condition  osteoporosis.  Page  19, 
Companies  and  Markets 

Societe  G&wrale  and  Paribas, 
French  banks  hoping  to  conclude 
a friendly  merger,  stepped  ip 
their  fight  against  the  hostile  bids 
for  both  of  them  from  Banque 
(Rationale  de  Paris  ahead  of  an 
expected  rating  tomorrow  on  the 
timing  of  the  competing  offers. 
European  companies,  Page  21 

WartsiJa  USD  of  Finland  and 
Energy  Development  Corporation 
of  the  US  signed  contracts  with 
the  Ecuadorian  government  to 
increase  the  country's  electricity 
generating  capacity.  American 
companies,  Page  26 

The  European  Central  Bank 
damped  expectations  of  a wave 
of  cross-border  banking  mergers 
saying  fisgal,  regulatory  and  cul- 
tural differences  were  against  the 
emergence  of  a fully  integrated 
banking  sector  In  the  euro-zone. 
Europe  news,  Page  3 

Kvaemer,  loss-making 
Anglo  Norwegian  industrial  engi- 
neering group,  revealed  that  it 
was  under  obligations  to  dispose 
of  its  Philadelphia  shipyard  in  a 
package  together  with  its  ship- 
yards in  Finland  and  Germany. 
Europe  companies,  Page  21 

Atlas  Copco,  Swedish  engineering 
group,  saw  its  shoes  fail  7 per  " 
cent  after  announcing  a 37  per 
cent  drop  in  first  quarter  profits. 
Europe  companies,  Page  21 

Cdrie^ud  Wireless,  UK  telecoms 
company  locked  in  a battle  for 
control  of  the  Japanese  interna- 
tional operator  I DC,  will  today 
increase  Its  offer.  Companies 
and  Markets,  Page  19 

Greece’s  central  bank  has  upset 
plans  by^the  country's  private 
banks-for  e significant  increase  m- 
lending  by  limiting  credit  expan- 
sion to  the  private  sector. 

Europe  news,  Page  3 

Toronto  Stock  Exchange  board  of 
governors  was  meeting  to  dis- 
cuss the  sudden  resignation  of 
Rowland  Fleming,  its  president: 
Companies  and  Markets, 

Page  19  ’ 

Agora,  Polish  media  group,  saw 
Its  shares  soar  by  almost  40  per 
cent  to  49.1  zlotys  at  the  compa- 
ny's Initial  listing  on  the  Warsaw 
stock  exchange.  Europe  compa- 
nies, Page  20 

LVMH,  the  French  luxury  goods 
group  chaired  by  Bernard 
Arnault,  secured  64  per  cent  of 
Chateau  d’Yquam,  arguably  the 
best  white  wine  In  the  world. 
Europe  companies.  Page  20 

Central  European  Mafia 
Enterprises,  troubled 
Nasdaq-listed  television  group,  is 
in  danger  of  losing  the  licence  for 
Nova  TV,  the  most  profitable  of 
its  eastern  European  stations. 
Europe  companies,  Page  20 

LejfonUS Mi... 

First  quarter  flair; 
notststairable' 

Fags  20 


Serb  forces 

f 

start  to  put 
pressure  on 
Montenegro 


By  Kevin  Dons  in  Podgorica 

The  Yugoslav  army  yesterday 
took  the  first  steps  towards 
seizing  control  in  the  republic  of 
Montenegro  by  ordering  the 
Montenegrin  government  to 
place  its  police  force  under 
military  command. 

The  order  brought  an  inatnnt 

rebuff  from  the  democratically- 
elected  Montenegrin  president, 
Milo  Djukanovic,  who  has 
refused  to  Join  Serbia’s  war  effort 
against  Nato. 

'll  is  out  of  the  question  that 
the  ministry  of  the  interior  could 
be  subordinated  to  the  Yugoslav 
army,"  Mr  Djukanovic  told  the 
Financial  Times  last  night.  He 
said  the  Montenegrin  interior 
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ministry  had  responded  to  the 
army’s  order  with  the  message: 
“Such  an  idea  is  unacceptable.” 

The  stand-off  between  Monte- 
negro and  Serbia,  the  two  parts 
of  federal  Yugoslavia,  is  fuelling 
fears  of  a civil  war  which  would 
spread  the  Balkan  conflict 
beyond  Che  Serbian  province  of 
Kosovo. 

Tension  has  been  building  in 
. Montenegro  since  Nato  began  its 
air  campaign  against  Slobodan 
Milosevic,  the  Yugoslav  presi- 
dent, four  weeks  ago. 

The  Yugoslav  federal  army 
headquarters  stepped  up  the 
pressure  when  it  delivered  a 
letter  on  Monday  night  to  Filip 
Vujanovic,  the  Montenegrin 
prime  minister,  ordering  him  to 
place  the  republic's  police 
directly  under  military 
command. 

The  demand  followed  the 
reported  killing  on  Monday  even- 
ing of  six  refugees  by  unidentif- 
ied uniformed  men  dose  to  the 
town  of  Rozaje  in  the  mountains 
of  northern  Montenegro,  near  the 
border  with  Kosovo. 

According  to  the  Montenegro 
government  information  service, 
the  men  opened  fire  at  a column 
of  Kosovo  refugees,  killing  six, 
including  an  elderly  woman  and 
a 13-year-old  boy.  The  Montene- 
grin government  said  its  police 
had  been  prevented  by  the  army 
from  investigating  the  killings. 


Rfflo  Djukanovic,  president  of  Montaneonx  It  was  “out  of  tha  question  that  the  mMsby  of  the  Interior  could  be 
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which  had  “caused  panic"  among 
the  refugees  in  and  around  the 
Rozaje  area,  the  main  entry  point 
into  Montenegro  for  those  fleeing 
ethnic  cleansing  in  Kosovo. 

About  25,000  refugees  are 
believed  to  be  in  ' the  area,  where 
there  are  also  understood  to  be  a 
large  number  of  Yugoslav  army 
reservists.  More  than  70,000 
Kosovo  refugees  are  now  in  Mon- 
tenegro, which  has  a population 
of  only  around  650,000. 

Tension  increased  yesterday 
when  forces  of  the  the  second 
corps  of  the.  Yugoslav  army 
moved  to  dose  the  Debell  Brjjeg 
border  point,  near  Herceg  Novi  - 
the  only  border  crossing  between 
Montenegro  and  Croatia. 

The  border,  closed  after  the ' 
war  with  Croatia,  was  reopened 
two  months  ago  by  the  Montene- 


grin government.  The  Montene- 
grin information  service  reported 
yesterday  evening  that  “large  for- 
mations of  the  Yugoslav  army” 
had  moved  into  the  area  of  the 
border  crossing  and  had  set  up  a 
control  point. 

Mr  Djukanovic  said  the  police 
had,  not  given  up  the  post:  “As 
we  speak,  discussions  are  under 
way  between  the  interior  minis- 
try and  the  army,  with  our  minis- 
ter requesting  an  explanation  as 
to  why  it  was  indispensable  for 
the  army  to  appear  on  this  border 
crossing  that  was  controlled  by. 
the  ministry  of  the  interior." 

Mr  Djukanovic  indicated  that 
Montenegro,  would  continue  to 
back  the  Yugoslav  array's 
defence  of  the  country.  Civilian 
institutions  were  “functioning,  so 
tha  interior  ministry  will  provide 


mairimiim  co-operation  with  the 
Yugoslav  army  in  defending  the 
country,  and  in  maintaining  the 
security  of  our  citizens  and 
property”. 

Croatia's  ambassador  to  the 
United  Nations,  Ivan  Simonovic, 
lodged  an  official  protest  with  the 
UN  Security  Council,  demanding 
that  Yugoslavia  withdraw  its 
troops  from  the  area,  part  of  a 
UN-monitored  demilitarised  zone. 

Montenegro  and  Serbia  make 
up  the  federal  Yugoslavia  and  the 
republic  provides  Mr  Milosevic 
with  his  only  outlet  to  the  sea. 
But  the  Montenegrin  government 
has  wrested  widespread  auton- 
omy from  Belgrade,  particularly 
since  Mr  Djukanovic's  election  as 
president  in  late  1997. 

Kosovo  crisis,  Page  2 


Telecoms  tie-up  depends  on  government  stake 


By  Pad  Bette  In  Wan 

Telecom  Italia  last  night  said  its 
proposed  merger  with  Deutsche 
Telekom  could  go  ahead  only  if 
the  German  government 
renounced  its  voting  rights  on  its 
controlling  stake  in  the  German 
telecommunications  group. 

The  merger  would  form  the 
world's  second  largest  telecoms 
group  and  thwart  Olivetti’s 
€60.4bn  (J64.6bn)  hostile  bid  for 
its  larger  Italian  rival. 

The  decision,  which  came  after 


the  board  of  the  privatised  Italian 
company  met  for  the  second  con- 
secutive day,  reflected  the  con- 
tinuing difficulties  facing  Tele- 
com Italia  in  satisfying  the 
Italian  government's  demands. 

The  joint  company  would  be  56 
per  cent  owned  by  Deutsche  Tele- 
kom, reflecting  the  German 
group’s  higher  capital  value.  The 
plan  involves  the  constitution  of 
a new  joint  holding  company 
based  in  Germany,  joint  manage- 
ment control,  and  a share 
exchange  valuing  Telecom  Ital- 


ia’s common  voting  stock  at 
about  €12.5  a share,  compared 
with  Olivetti’s  offer  of  €11.5  a 
share  In  cash,  bonds  and  equity. 

Massimo  D'Alema,  the  Italian 
prime  minister,  as  well  as  other 
senior  government  ministers 
have  insisted  that  any  merger 
between  the  two  groups  should 
be  a union  of  equals. 

In  a statement  last  night.  Tele- 
com Italia  said  the  board  had 
studied  the  proposed  alliance  and 
business  combination  plan  based 
on  “a  merger  of  equals".  It  also 


confirmed  the  plan  to  launch  a 
share-exchange  offer  to  be 
approved  by  at  least  90  per  cent 
of  the  shareholders.  The  new 
joint  holding  company,  which 
will  absorb  Deutsche  Telekom 
ordinary  shares  and  Telecom 
Italia  common  voting  stock  and 
savings  shares  through  the  issue 
of  new  shares,  would  be  quoted 
on  the  Milan,  Frankfurt  and  New 
York  stock  exchanges. 

However,  the  board  confirmed 
it  was  insisting  on  a German  gov- 
ernment commitment  to  freeze 


its  voting  rights  on  its  shares  in 
the  new  holding  company.  The 
board  said  it  would  reconvene 
after  it  had  received  this  commit- 
ment from  Germany. 

The  board  is  also  insisting  that 
the  German  government  dispose 
of  its  74  per  cent  stake  in  Deut- 
sche Telekom  to  avoid  the  risk  of 
the  Italian  group  being  national- 
ised by  the  Germans. 

Jilted  ones  again,  Page  IB 
Wrong  number,  Observer,  Page  19 
Engaged  to  be  married,  Page  22 


European  stocks 
take  a battering 


By  Edward  Luce, 

Capital  Markets  Editor 

European  stock  markets  fell 
sharply  yesterday  as  investors 
fledlugh-growth  stocks  in  favour 
of  industrial  shares. 

The  markets  took  their  cue 
from  Wail  Street,  where  informa- 
tion technology  and  other  growth 
stocks  had  taken  a battering.  The 
Nasdaq  foil  more  than  5 per  cent 
after  the  close  of  European  mar- 
kets on  Monday. 

The  UK’s  FTSE  100  was  one  of 
the  hardest  hit.  foiling  3 per  cent 
to  dose  at  6,319.3.  Frankfurt's 
Dax  foil  237  per  cent  to  end  at 
5401.4,  while  the  CAC-40  dropped 
2.88  per  cent  to  close  at  44153.27  in 
Paris.  Analysts  said  the  “rota- 
tion" from  growth  to  cyclical 
stocks  had  been  boosted  by  a 
growing  view  that  the  global 
economy  would  recover  in  1999. 

The  European  Central  Bank's 
decision  to  cut  Europe's  interest 
rate  to  2£  per  cent  earlier  this 
month  and  signs  of  economic 
recovery  in  Asia  have  reinforced 
this  assessment 

Cyclical  stocks',  such  as  hotels 
and  manufacturing,  have  dramat- 
ically underperformed  the  mar- 
ket in  Europe  during  the  past 
two  years. 

In  contrast,  the  information 
technology  and  telecoms  sectors 
have  been  trading  at  record  valu- 


ations. “This  [yesterday’s  switch] 
is  an  acceleration  of  what  we 
have  seen  over  the  last  few 
weeks,"  said  Ian  Scott,  European 
equity  strategist  at  Lehman 
Brothers  in  London.  "Investors 
are  dumping  growth  stocks  in 
favour  of  cyclical  stocks." 

The  largest  blue-chip  growth 
stocks,  such  as  Alcatel  in  France 
and  Reuters,  the  UK  news  and 
information  provider,  were  par- 
ticularly affected,  foiling  7.25  per 
cant  and  7.5  per  cent,  respec- 
tively. 

By  contrast,  the  price  of  cycli- 
cal stocks,  such  as  Lafarge,  the 
French  building  materials  com- 
pany, and  Imperial  Chemical 
Industries  closed  higher. 

There  were  also  signs  of  sup- 
port for  smaller  and  medium- 
sized stocks,  which  have  lan- 
guished badly  against  blue-chips 
during  the  past  two  years.  The 
FTSE  Small  Cap  lost  Just  16.6 
points  to  close  at  2,473.0. 

“The  market  is  storting  to  take 
notice  of  better  earnings  fore- 
casts for  the  cyclical  stocks."  said 
Richard  Kersley,  European  strat- 
egist at  CSFB.  “This  gives  inves- 
tors an  excuse  to  take  profits  on 
the  growth  sectors." 

However,  Investors  also 
dumped  some  cyclical  stocks  yes- 
terday, including  the  oil  sector, 
which  lost  3.66  per  cent  across 
Europe. 
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WAR  IN  EUROPE  MONTENEGRO'S  WEAKNESS  MAY  BE  EXPLOITED  ■ NATO  COMPUTER  GAME  USED  TO  PLAN  STRATEGY  ■ MILOSEVIC'S  CIRCLE 


Montenegro:  fertile  soil  for  civil  conflict 


By  Guy  Oman  in  Belgrade 


Economically  weals:  and 
socially  divided,  Montenegro 
is  fertile  ground  for  civil 
conflict  should  the  federal 
army  commanded  by  Slobo- 
dan Milosevic,  the  Yugoslav 
president,  try  to  oust  AGIO 
Djukanovic,  the  small  repub- 
lic's western-leaning  presi- 
dent. 

When  former  Yugoslavia 
broke  up  in  war  in  the  earl}' 
1990s,  Montenegro  was  the 
only  republic  to  remain 
faithful  to  Serbia. 

Without  Montenegro, 
Serbia  would  lose  its  only 
outlet  to  the  sea  and  itB 


Adriatic  naval  base  in  Kotor 
Bay. 

Worse  perhaps,  from  Mr 
Milosevic's  point  of  view,  is 
that  the  entity  of  Yugo- 
slavia. his  nominal  power 
base,  would  cease  to  exist  as 
a federation. 

Mr  Djukanovic  was  once 
loyal  to  Mr  Milosevic  but  has 
since  become  his  fiercest 
critic,  threatening  at  times 
to  hold  a referendum  on 
independence  should  the 
regime  in  Belgrade  lead 
Yugoslavia  into  deeper  isola- 
tion. 

In  1989,  Mr  Djukanovic 
headed  the  government  of 
Montenegro,  becoming 


Europe’s  youngest  prime 
minister. 

But  by  1997  a serious  rift 
was  developing  within  the 
ruling  party  and  Mr  Djuka- 
novic ousted  Momir  Bula- 
tovic,  the  republic’s  pro-Bel- 
grade president  in  elections 
that  Mr  Milosevic  insisted 
were  rigged. 

Anti-Djukanovic  protests 
led  by  Mr  Bulatovic  in  Janu- 
ary 1998  Called  to  prevent  his 
inauguration  as  president. 

Mr  Milosevic  responded 
last  summer  by  appointing 
Mr  Bulatovic  as  prime  minis- 
ter of  federal  Yugoslavia, 
creating  a rift  between 
Serbia  and  Montenegro  that 


meant  the  federation  existed 
In  little  but  name. 

In  the  past  year.  Montene- 
gro has  taken  control  of  its 
borders  and  customs  posts  - 
prerogatives  of  the  federal 
government  - meaning  that 
the  only  institutions  still 
linking  the  two  republics 
were  their  currency,  the 
dinar,  and  the  army. 

Should  the  political  strug- 
gle develop  into  war.  then 
the  second  corps  of  the  fed- 
eral army,  under  a new  com- 
mander appointed  by  Mr  Mil- 
osevic last  montb.  will  find 
itself  up  against  the  interior 
ministry  police  forces  loyal 
to  Mr  Djukanovic. 


The  cohesion  of  the  army 
in  Montenegro  is  in  doubt. 
Many  troops  are  Montene- 
grin conscripts  whose  sym- 
pathies may  well  lie  with 
their  president. 

Tbruugh  Mr  Bulatovic’s 
opposition  Socialist  People's 
party.  Mr  Milosevic  can  mus- 
ter support  among  the  old 
guard  of  ex-communists  and 
industrial  workers  whose 
economic  lot  has  declined 
over  the  years. 

Political  divisions  have 

also  split  families,  with  the 
younger  generation  mostly 
favouring  the  pro-western 
outlook  of  Mr  Djukanovic. 

Rifts  within  Montenegro,  a 


clan-based  society  of  some 

650,000  people,  ran  deeper. 

Among  the  Orthodox 
Slavs,  Montenegrins  are 
broadly  divided  between  the 
“Greens”  who  favour  inde- 
pendence and  hark  back  to 
when  part  of  Montenegro 
was  an  independent  king- 
dom, and  the  “Whites"  who 
want  union  with  Serbia. 

To  make  matters  more 
complicated,  about  20  per 
cent  of  Montenegro’s  popula- 
tion are  ethnic  Albanians  or 
Moslem  Slavs  whose  ieaders 
have  backed  Mr  Djukanov- 
ic’s coalition  government 
and  fear  domination  by  Bel- 
grade. 


game  is  too 


close  to  home 


Montenegrin  officials  are  now  questioning 
their  role  play  In  a Nato  computer  project 


By  6uy-  Dnnore  In  Belgrade 


Nato  strike  targets 
Milosevic  inner-circle 


Hitting  industrial  targets  is  having  the  effect  of  weakening  the 
friends  and  family  of  the  president  who,  through  his  patronage, 
run  the  Yugoslav  state  and  economy,  writes  Stephen  Fidler 


Yugoslavia's  official 
media  yesterday 
reported  a Nato  air 
strike  against  a cigarette  fac- 
tory in  Nis,  Serbia's  third 
largest  city.  Nis  acts  as  a 
military  headquarters  for 
Yugoslav  troops  operating  in 
Kosovo,  but  it  was  not  the 
first  time  Yugoslavia 
reported  factory  and  tobacco 
warehouses  in  the  city  had 
been  hit. 

Although  Nato  officials  in 
Brussels  yesterday  would 
not  confirm  that  the  Nis  cig- 
arette factory  was  a target  of 
an  attack,  they  had  previ- 
ously confirmed  that  the 
Zastava  car  plant  in  Kragu- 
jevac  was  hit  by  cruise  mis- 
siles earlier  this  mouth. 

The  attack  on  the  car 
plant  and  the  important  role 
of  President  Slobodan  Milos- 
evic's son,  Marko,  in  the 
country's  tobacco  industry 
raises  the  question  of 
whether  Nato  is  limiting 
itself  purely  to  military-re- 
lated targets  in  its  air  cam- 
paign to  rid  Kosovo  of  Serb 
forces.  It  suggests  Nato  may 
also  be  going  after  the  eco- 
nomic interests  of  a select 
group  of  individuals  around 
the  president 
Officials  in  Nato  govern- 
ments are  cagey  about  spe- 
cific targets.  But  although 
the  primary  goal  of  the  Nato 
campaign  is  to  weaken  Mr 
Milosevic’s  army  and  secu- 


rity forces,  they  say  one  not 
unwelcome  by-product  of  the 
attacks  would  also  be  to 
weaken  the  coterie  that  pro- 
vide much  of  his  economic 
support. 

According  to  Kenneth 
Bacon,  the  Pentagon  spokes- 
man, the  Yugoslav  presi- 
dent’s power  is  supported  by 
four  pillars.  “The  first  are 
the  army  and  security 
forces,  the  second  is  his  con- 
trol of  the  political  party,  the 
third  is  his  control  of  the 
media  and  the  propaganda 
instruments,  and  the  fourth 
is  his  control  of  flows  of  cor- 
ruption. and  that  comes 
through  his  overall  Influence 
over  the  economy." 

To  the  extent  that  Mr  Mil- 
osevic has  put  his  supporters 
in  charge  of  crucial  indus- 
tries such  as  fuel,  ammuni- 
tion or  chemicals,  they 
would  be  hurt  by  these 
attacks. 

“The  military  mission  is  to 
reduce,  degrade,  disrupt  the 
ability  of  his  military  to 
operate.  So  the  targets  we're 

hitting  are  fundamentally  in 
pursuit  of  that  purpose.  To 
the  extent  that  they  happen 
to  be  owned  or  controlled  by 
members  of  some  economic 
elite  who  have  gotten  access 
or  ownership  to  these  assets 
because  of  their  friendship 
or  political  support  of  Milos- 
evic, that  would  be  a second- 
ary impact,"  he  said. 


A similar  message  came 
from  Jamie  Shea,  the  Nato 
spokesman.  In  Brussels  yes- 
terday. “Yugoslavia  is  a 
state  based  on  nepotism.  It’s 
almost  impossible  to  strike 
at  any  industrial  target  with- 
out ruiziing  the  stocks  and 
the  shares  of  one  of  Milos- 
evic’s ministers  or  his  own 
family,  because  they  are  the 
state.” 

However,  there  have  been 
reports  that  some  Nato  com- 
manders favour  widening 
thw  air  rampaign  to  include 
more  specifically  economic 
objectives.  The  New  York 
Times  reported  on  Monday 
that  General  Wesley  Clark, 
Nato  commander  In  chief, 
was  among  Nato  command- 
ers intensifying  the  pressure 
on  Mr  Milosevic  by  hitting 
more  economic  and  indus- 
trial targets. 

This  would  be  aimed  at 
undermining  Mr  Milosevic’s 
hold  on  power,  which  he  has 
cemented  over  the  past 
decade  by  making  sure  that 
members  of  his  inner-circle 
are  both  ministers  and  direc- 
tors of  powerful  industries  at 
the  same  time. 

Their  fates  are  bound 
together.  Mr  Milosevic’s 
Socialist  party  and  the  Yugo- 
slav Left,  run  by  his  wife 
Mira  Markovlc.  in  effect  con- 
trol much  of  Serbia's  state- 
owned  and  private  enter- 
prises. 


NBosevic  (contra)  and  Ms  acolytes  clockwise  from  top  left,  son  Marko,  wife  Mra,  Mirko  Maijanoric, 
Serbia’s  prime  minister  and  Dragan  Tomic,  parliamentary  speaker  AP.  Reuters 


The  most  powerful, 
moneyed  members  of  tbe 
inner  circle  include  Serbian 
prime  minister  Mirko  Marja- 
novic  who  runs  Technogas 
and  Progres.  importers  of 
gas  from  Russia.  He  is  a 
long-time  associate  of  former 
Russian  prime  minister  Vic- 
tor Chernomyrdin,  who  used 
to  head  Gazprom,  Serbia's 
main  supplier. 

Dragan  Tomic.  speaker  of 
the  Serbian  parliament,  runs 
NIS-Jugopetrol,  which 
refines  and  distributes  oil. 

Another  powerful  individ- 
ual is  Milan  Beko.  a former 
minister  of  privatisation, 
who  ran  the  Zastava  car 


plant  in  Kragujevac. 

Other  powerful  figures  at 
the  top  run  the  Beopetrol 
chain  of  petrol  outlets,  the 
ubiquitous  C-chain  of  food- 
stores,  the  Sartld  steel  plant 
in  Smederevo  and  various 
pharmaceuticalcompanies, 
including  Galenika,  recently 
owned  by  1CN  Pharmaceuti- 
cals of  Pasadena,  California, 
but  nationalised  by  the  Ser- 
bian government. 

Mr  Milosevic's  daughter 
Marija  runs  a popular  radio 
station  and  has  recently 
taken  over  a television  sta- 
tion. 

Officials  form  Nato  coun- 
tries have  also  been  reluc- 


tant to  talk  about  any  efforts 
to  hunt  down  assets  held 
abroad  by  the  Serb  economic 
elite.  Robin  Cook,  the  UK 
foreign  minister,  said  last 
week  that  Mr  Milosevic  him- 
self owned  three  villas  in 
Greece. 

Bankers  have  long  main- 
tained that  billions  of  dollars 
were  siphoned  out  of  Bel- 
grade when  the  former 
Yugoslavia  broke  apart  tn 
the  early  1990s.  Much  of  the 
money  went  first  to  Cyprus 
and  was  then  dispersed. 
Channels  and  destinations 
are  said  to  have  included 
Lebanon,  Israel,  South 
Africa  and  China. 


Civil  war  in  Moslem- 
dominated  Akrona  has. 

cisimpri  200,000  lives  and  dis- 
placed 60  per  cent  of  its 
people.  Foreign  forces  have 
intervened,  a peace  deal  is 
signed  and  the  United  States 
and  Nato  are  seeking  to 
rebuild  the  Balkan  state  zn 
their  own  image. 

Akrona  is,  of  course,  a fic- 
titious state,  one  created  in  a 
computer  simulated  program 
used  by.  Nato  planners  to 
prepare  for  a post-war  Bal- 
kan future.  Two  months  ago, 
30  senior  officials  from  the 
Yugoslav  republic  of  Monte- 
negro were  taken.qulefiy  by 
the  US  embassy  in  Belgrade 
to  The  Hague  for  five  days  of 
computer  games  involving 
the  program  run  by  Nato’s 
Consultation.  Command  and 
Control  Agency,  known  as 
C-3. 

Each  of  the  30  officials  had 
a fictional  role  to  play  in 
rebuilding  Akrona  from  the 
war  that  has  torn  apart  the 
rax  republics  of  former  Yugo- 
slavia. There  was  the  presi- 
dent and  his  ministers,  the 
foreign  head  of  the  central 
bank,  the  IMF  and  World 
Rank  aid  agencies,  and  non- 
government organisations 
(NGOs). 

The  computer  program 
was  called  SENSE  - Syn- 
thetic Environments  for 
National  Security  Estimates 
— and  designed  by  the  Insti- 
tute for  Defence  Analyses,  a 
US  group  that  describes 
itself  as  an  NGO. 

“We  had  great  fun,  map- 
ping the  future  and  playing 
with  lots  of  money."  recalled 
one  of  the  participants.  At 
the  time  they  believed  they 
were  rehearsing  the  future 
for  their  own  state.  Over  the 
past  two  years  Montenegro 
has  moved  steadily  closer  to 
mrigppnrienne  under  its  pro- 
western,  president.  Milo  Dju- 
kanovic. arch-rival  to  Yugo- 
slav President  Slobodan  Mil- 
osevic and  yesterday's 
moves  by  the  Federal  Army 
suggested  the  game  could 
soon  appear  all  too  real 

But  looking  back,  the  Mon- 
tenegrin participants  are  not 


Akrona,  a mountainous 
state  in  former  Yugoslavia 
with  a Moslem  plurality,  and 
a capital  called  Gudriz,  was 
described  in  detail  in  the 
program's  parameters'.  “The 
diverse'  religious  and  ethnic 
split  within  its'  own  bor- 
ders. . . led  finally  to : civil 
war  and  ultimately  to  exter- 
nal Intervention."  explained 
tiie  game's  handbook.  In  an 
ominous  prediction  -of  what 
was  to  befall  Kosovo,  it  said 
nearly  60  per  cent  of  the  pop- 
ulation was  displaced.  60  per 
cent  of  housing  destroyed, 
infrastructure  wrecked  and 
30  per  cent  of  the  people, 
dependent  on  foreign  aid. 

Akrona's  place  within  the 
US  orbit  was  well  defined: 
“The  US  is  the  major  player 
in  Akrona's  world.  It  broken 
logjam  by  creating  the 
accords,  brought  shaky  allies 
aboard  and  in  the  end  pro- 
vided the  military  and  secu- 
rity strength- . . Co-operation 
between  Akrona  and  tbe  US 
is  close,  marred  only  by 
occasional  US  concerns  over 
the  degree  of  linkage 
between  Akrona  and  several 
fundamentalist  . Islamic 
states. . . Libya  and  Iran.” 

Private  US  banks  are 
involved,  Nato  Is  “the  bul- 
wark of  Akronan  security" 
while  the  relationship  with 
Russia  is  “distant”  despite 
Moscow’s  “positive  role”  in 
peace  talks. 

“It’s  scary  to  think  we 
were  puppets,”  said  one  par- 
ticipant. 

Nato  officials  had.  no 
Immediate  comment  on  -the. 
Akrona  project  One  partiia? 
pant  recently  telephoned 
Nato  to  ask  what  it  was 
really  about  and.  with  Mon- 
tenegro itself  on  the  brink  of 
civil  war,  what  to  do  next 
“Be  quiet  and  keep  your 
head  down.”  came  the  reply. 


President  looks  Fears  for  missing  refugees 


to  patriarchs 


By  Mate]  VlpoMk  in  Skopje, 
Nefl  Buckley  in  Brussels 
and  Agendas 


Slobodan  Milosevic. 
Yugoslav  president,  said 
yesterday  he  saw  Russia  and 
the  Russian  Orthodox 
Church  playing  a key  role  In 
ending  the  Nato  bombing  of 
his  country,  reports  Reuters 
in  Belgrade. 

“Russia  will  also 
contribute  to  establishing 
peace  as  soon  as  possible 
and  to  halting  this 
aggression  that  is  not 
grounded  in  a single  moral, 
legal  or  any  other 
principle,”  Mr  Milosevic  said 
after  meeting  Russian 
Patriarch  Alexy  n at  tbe 
Yugoslav  president’s 
Belgrade  palace. 

Mr  Milosevic,  whose 
meeting  with  the  Russian 
Patriarch  and  Serbian 
Orthodox  Patriarch  Pavle 
was  shown  by  Serbian 
television,  said  that  Serbs 
welcomed  Patriarch  Ataxy's 
visit  “as  an  expression 
of  the  great  solidarity 


of  the  Russian  people". 

“We  have  known  Patriarch 

Alexy  for  a long  time.  We 
know  he  is  a great  patriot 
We  also  know  he  Is  a great 
fighter  for  peace...  and  his 
efforts  to  fight  for  peace 
must  certainly  yield  results,” 
said  Mr  Milosevic  in  one  of 
his  rare  public  appearances 
since  the  bombing  began. 

Mr  Milosevic  has  bad  a 
tense  relationship  with  the 
Serbian  Orthodox  Church.  In 
February  1997,  Patriarch 
Pavle  led  what  turned  into 
an  anti-government 


demonstration  through  the 
streets  of  Belgrade. 

The  Russian  Patriarch  was 
visiting  Belgrade  to  lend 
support  to  Serbia  and 
further  Russia's  efforts  to 
mediate  a peace  settlement 
in  Kosovo  almost  a month 
into  the  bombing  campaign 
by  Nato  over  Belgrade’s 
crackdown  on  Kosovo’s 
ethnic  Albanians. 


International  aid  workers 
yesterday  reported  a huge 
column  of  Kosovo  refugees 
on  their  way  to  Albania  as 
missing,  raising  fears  for 
their  safety  at  the  hands  of 
Yugoslav  security  forces. 

The  reports  came  as  the 
Organisation  fqr  Security 
and  Cooperation  in  Europe 
(OSCE)  offered  fresh  evi- 
dence of  systematic  atroci- 
ties inside  Kosova 

Aid  agencies  said  there 
was  no  sign  of  more  than 

100,000  people  spotted  by 
other  refugees  queueing  up 
near  the  Albanian  border  on 
Saturday.  Only  about  100  ref- 
ugees arrived  in  Albania  on 
Monday.  None  had  any  news 
of  the  larger  group,  esti- 
mated to  be  30km  long.  The 
road  to  the  border  was  clear, 
they  said. 

“Something  must  have 
happened  to  these  people,” 
said  Kris  Janowski,  spokes- 
man for  the  United  Nations 


High  Commissioner  for  Refu- 
gees in  Geneva.  “We  pre- 
sume (Yugoslav  forces]  must 
have  gotten  them  off  the 
road  somehow.” 

The  reports  added  to  con- 
cerns raised  earlier  by  Nato 
that  Serbian  forces  were 
rounding  up  as  many  as 

850.000  refugees  and  prepar- 
ing to  drive  them  across  the 
border  in  huge  waves,  with 
the  aim  of  destabilising  the 
recipient  countries. 

Concerns  have  also  been 
raised  over  the  phenomenon 
Of  missing  ethnic  Albanian 
men.  estimated  by  Nato  to 
number  at  least  100,000. 

Nato  yesterday  accused 
Yugoslav  forces  of  conduct- 
ing a “safari  campaign", 
shelling  hillsides  where  refu- 
gees are  hiding  to  drive 
them  down  onto  the  roads 
and  out  towards  the  borders. 

Sadako  Ogata,  UN  refugee 
chief,  urged  Nato  countries 
and  other  states  to  step  up 
their  support  for  the  human- 
itarian operation  caring  for 
refugees  from  Kosovo. 

The  Macedonian  govern- 


ment yesterday  offered  some 
relief  when  it  agreed  to 
allow  the  construction  of  a 
new  refugee  camp.  The  new 
camp,  near  the  town  of 
Tetovo,  will  house  up  to 

15.000  refugees.  There  are 
46,600  already  In  camps  In 
Macedonia. 

Refugees  in  Macedonia 
have  told  international 
investigators  of  systematic 
human  rights  violations  in 
Kosovo,  including  mass 
rape,  the  OSCE  said  yester- 
day. The  organisation’s 
human  rights  experts  have 
interviewed  some  250  refu- 
gees to  gather  material  for 
the  UN  war  crimes  tribunal 
in  Tbe  Hague. 

“The  statements  paint  a 
picture  of  total  lawlessness 
and  an  almost  complete 
absence  of  any  form  of  pro- 
tection for  ethnic  Albanians” 
in  Kosovo,  the  OSCE's  Kos- 
ovo Verification  Mission 
rKVM)  - pulled  out  of  the 
province  last  month  to  clear 
the  way  for  Nato  air  strikes 
- said  in  a statement. 

Yugoslav  authorities  and 


state  media  have  rejected 
such  accusations  as  anti-Ser- 
bian propaganda.  Belgrade 
says  the  exodus  of  ethnic 
Albanians  from  Kosovo  and 
devastation  have  been 
caused  by  punitive  Nato  air 
strikes.  “As  yet,  details  of 
interviews  cannot  be  verified 
on  tbe  ground.”  the  KVM 
statement  said.  "Neverthe- 
less. corroborating  state- 
ments and  otber  evidence 
indicate  a high  credibility 
factor  in  tbe  vast  majority  of 
statements  taken.” 

While  acknowledging  that 
details  could  not  yet  be  con- 
firmed on  the  ground,  the 
KVM  statement  said  corro- 
borating accounts  suggested 
deliberate,  violent  “ethnic 
cleansing"  was  the  most 
prevalent  human  rights 
abuse  reported. 

“The  perpetrators  alleg- 
edly work  in  large  groups 
consisting  of  VJ  (Yugoslav 
army),  MUP  (Serbian  mili- 
tary police)  and/or  paramili- 
tary groups,”  the  KVM  state- 
ment said. 

"In  several  cases,  inter- 


A Macedonian  volunteer  tends  to  a child  at  a border  camp  Reuters 


viewees  were  able  to  give 
precise  descriptions  of  the 
uniforms  and  insignia  worn 
by  these  groups.  A substan- 
tial number  of  perpetrators 
could  be  identified. 

“Reports  indicate  a pattern 


of  intimidation  and  harass- 
ment. combined  with 
assaults,  pillage,  shelling, 
killings. . . and  execu- 
tions— after  which  people 
Flee  or  are  simply  told  to 
leave.” 
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Nato  governments  are 
beginning  to  promote  the 
idea  of  turning  Kosovo  into 
an  temporary  International 
protectorate,'  endorsed  by 
the  United  Nations,  once  the 
alliance's  conflict  with  Presi- 
dent Slobodan  Milosevic 
over  the  province  has  aided. 

Robin  Cook  and  Hubert 
vedrine,  the  British  and 
French  foreign  ministers, 
have  over  the  past  two  days 
made  a co-ordinated  call  for 
Belgrade  to  be  stripped  of 
virtually  all  control  over, 
and  links  with,  Kosovo.  But 
they  also  stressed  that  mak- 
ing a Kosovo  a ward  of  the 
international  community 
should  not  be  a precursor  to 
making  it  Independent. 


largely  to  appease  Russia, 
whose  co-operation  in  the 
UN  Security  Council  would 
be  required. 

The  UK  and  French  for- 
eign ministers  have  been  at 
the  heart  of  the  west’s  politi- 
cal strategy  for  Kosovo  since 
they  ccFchaired  the  abortive 
Rambouillet  talks  between 
Serbs  and  Albanians.  Tbe 
need  to  adapt,  if  not  ditch, 
the  defunct  Rambouillet 
plan  for  Kosovo  autonomy 
has  been  recognised  ever 
since  the  conflict  began,  but 
accelerated  by  the  scale  and 
brutality  of  the  Serb  clear- 
out  of  Albanians  from  Ros- 


as stipulated  by  the  Ram- 
bouillet draft  peace  plan. 
Yesterday,  Mr  Vgdrine  said 
in  an  interview  that  the  “key 
new  element  is  the  notion  of 
some  kind  of  temporary 
international  authority  over 
Kosovo”,  which  Mr  Cook 
earlier  told  the  UK  parlia- 


that Kosovo  is  no  longer  a 
functioning  society  because 
of  the  massive  destruction 
there”. 

The  suggested  recourse  to 
the  UN.  which  Nato  has 
studiedly  ignored  since  last 
autumn,  also  indicates  a 
hankering  by  European 


Bill  Clinton's  long  telephone 
conversation  with  President 
Boris  Yeltsin  on  Monday  is 
testament  to  Washington's 
desire  to  maintain  steady 
relations  with  Moscow. 

Despite  the  feet  that  its  air 
force  is  making  the  biggest 
single  European  contribu- 


The  key  new  element  is  the  notion  of  some  kind  of 
temporary  international  authority  over  Kosovo’ 


ovo. 

The  first  step  came  over 
Easter  weekend,  when  Nato 
started  to  demand  the  with- 
drawal of  all  Serb  forces 
from  Kosovo,  not  just  some 


ment  should  take  the  form  of 
a UN  mandate  for  a Kosovo 
protectorate. 

A UK  official  explained 
yesterday  this  formula 
reflected  “the  reality  that  it 
is  now  unreasonable  to 
expect  the  Albanians  to 
accept  any  Serb  troops  and 


members  of  Nato  for  the 
world  body's  blessing  for  a 
Kosovo  settlement,  if  not  for 
their  prior  military  cam- 
paign. and  to  appease  tbe 
Russians.  Tbe  US  feels  less 
naked  than  the  Europeans 
do  in  tbe  absence  of  UN 
endorsement,  but  President 


tion  to  tbe  bombing  cam- 
paign, France  is  concerned 
that  opening  any  further 
front  against  Yugoslavia 
should  have  UN  endorse- 
ment and  thus  Russian 
acquiescence. 

For  this  reason,  France 
has  raised  objections  to  Nato 


mounting  a sea  blockade  to 
prevent  oil  reaching  Monte- 
negro’s ports  and  instead 
proposed  the  EU  ask  all 
those  countries  with  whom 
it  has  special  trading  rela- 
tionships to  deny  Belgrade 
oil. 

Paris  even  foresees  a UN 
role  in  tbe  event  that  Mr  Mil- 
osevic never  surrenders  to 
Nato  demands.  Citing  the 
Security  Council's  power  “to 
impose  solutions  even 
against  the  will  of  a sover- 
eign state”,  Mr  Vedrine  said 
he  could  envisage  a UN  reso- 
lution "that  lays  out  a politi- 
cal settlement  for  Kosovo 
and  orders  an  international 
military  force  to  implement 
it”.  An  Elysde  official 
claimed  yesterday  this  was 
the  only  plausible  political 
scenario  for  Nato  to  send  in 


ground  troops  against  Serb 
resistance. 

Russia,  meanwhile, 
appears  to  be  focusing  its 
mediation  efforts  on  organis- 
ing a peacekeeping  force 
whose  composition  might  be 
more  acceptable  to  Belgrade. 
Viktor  Chernomydrin.  the 
former  prime  minister  whom 
Mr  Yeltsin  has  made  his  spe- 
cial Kosovo  envoy,  was  yes- 
terday touring  ex-Soviet 
republics.  After  meeting 
Eduard  Shevardnadze,  the 
Georgian  president,  Mr  Cher- 
nomydrin said  he  agreed 
with  the  Georgian  leader's 
five-point  peace  plan.  This  is 
now  very  similar  to  that  of 
Nato,  except  for  its  emphasis 
on  Kosovo  autonomy  within 
Serbia  and  on  the  non-Nato 
make  up  of  a peacekeeping 
force. 
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so  sure  what  game  they  were 
playing.  They  note  that  they, 
were  playing  at  the  very 
time  .the  Kosovo  peace  talks 
were  being  held  in  France. 
The  last  month ‘.of  Nato 
bombing  raids  across  Yugo^’ 
slavia  has  convinced  them 
that  Akrona  was  actually. 
‘Kosovo;  ' . 
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Russia  to  default  on 
Soviet-era  bonds 


Wagslyt  in  London 

Rusria  Is  set  to  default  for 
the  first  time  on  its  Soviet- 
era  foreign  currency  bonds 
in  a move  aimed  at  husband- 
mg  resources  to  help  it  avoid 
reneging  on  post-Soviet  debt. 

The  Kremlin  is  gambling 
that  the  Internationa]  Mone- 
tary Fund  and  western  gov- 
ernments Will  see  the  action 
as  a necessary,  if  painful, 
step  towards  a comprehen- 
sive renegotiation  of  key  ele- 
ments of  its  S140bn  foreign 
debt 

Russia  plans  to  miss  the 
repayment  of  a S1.3bn 
tranche  of  Soviet-era  bonds, 
known  as  Minfin  bonds,  due 
next  month,  in  order  to 
avoid  defaulting  on  dollar 
international  bonds  issued 
since  the  collapse  or  the 
Soviet  Union.  It  plans  to  pay 
3330m  in  interest  failing  due 
at  the  same  time,  but  the 
default  could  still  trigger 
cross-default  on  $llbn  total 
outstanding  Minfin  paper. 
The  government  calculates 
that  favouring  newer  credi- 
tors over  old  will  help  it  to 
avoid  damaging  further  its 
battered  reputation  in  inter- 
national capital  markets. 

The  default  on  Minfins, 
held  mainly  by  commercial 
banks  and  other  private 
investors,  would  form  part  of 
a deal  under  negotiation 
with  the  Paris  Club  of  sover- 
eign creditors,  among  whom 
Germany  is  the  biggest 
lender.  Under  a plan  out- 
lined by  Siegfried  Borggrefe, 
chief  Paris  Club  negotiator 
for  Germany,  the  Paris  Club 
would  be  prepared  to  res- 
chedule up  to  S8bn  (out  of 
$42bn  Soviet-era  debt  owed 


Lower  turnout  seen  at  EBRD  meeting 


Just  1,654  business  people 
attended  the  annual  meeting 
of  the  European  Bank  for 
Reconstruction  and 
Development,  which  ended 
In  London  yesterday,  t 
compared  with  3,200  at  the 
same  event  two  years  ago, 
writes  Stefan  Wagstyl:in 
London.  Horst  Kohler,  the 
EBRD  president,  said  the 
decline  reflected  the  tact  the 
1997  meeting  had  been  held 
at  the  height  of  the  euphoria 
in  emerging  markets,  before 
the  financial  collapse  in 
Russia- 

Financial  investors  are 
now  less  enthusiastic  about 
the  region.  But  direct 
investors,  such  as  large 


industrial  companies,  said  at 
this  year's  meeting  that  they 
remained  interested  in 
eastern  and  central  Europe. 
Mr  Kohler  told  the  meeting 
that  the  EBRD,  the  region's 
biggest  single  investor,  also 
remained  committed. 
However,  following  losses 
suffered  In  Russia  last  year. 

It  is  pursuing  a more 
cautious  approach  to  new 
Investment  and  putting  effort 
into  recovering  money  from 
troubled  projects.  Its 
priorities  Include  supporting 
small  business  for  which  it 
has  announced  a new 
€l20m  ($l2Bm)  fund, 
financed  jointly  with  the 
European  Union. 


to  western  governments),  cm 
which  payments  have  either 
already  been  missed  or 
which  fall  due  in  1999  and 
2000. 

Any  deal  with  the  Paris 
Club  depends  on  a prior 
agreement  with  the  IMF. 
which  is  currently  in 
Moscow  discussing 
short-term  financing.  Mik- 
hail Kasyanov,  the  first  dep- 
uty finance  minister,  said 
yesterday  that  agreement 
with  the  IMF  was  expected 
by  the  end  of  this  week.  He 
hoped  this  would  pave  the 
way  far  a comprehensive 
deal  with  other  sovereign 
creditors  by  June,  be  told 
the  Financial  Times. 

Mr  Borggrefe  confirmed 
Bonn  would  not  be  prepared 
to  forgive  any  debt  made  by 
the  Soviet  Union,  as  the 
Kremlin  has  asked.  But  Ger- 
many and  the  Pans  Club 


NEWS'  DIGEST  , • _ 

REGIONS  PROMISED  MORE  AUTONOMY 

Yeltsin  snubs  Primakov 
over  regional  relations 

President  Bods  Yeltsin  told  Russia's  regional  governors 
yesterday  that  he  was  'ready  to  go  into  battle"  to  defend 
their  powers  - a further  snub  to  Yevgeny  Primakov,  prime 
minister,  who  has  been  pushing  for  a strengthening  of 
Moscow's  authority. 

During  a meeting  with  regional  leaders,  Mr  Yettsjn  prom- 
ised them  more  autonomy  in-  exchange  for  jfialr  support  ‘1 
insist  that  the  priority  in  all  . affaire' should  be  with  you,  and 
not  with  the  federal  centre"  he  said.  ' * 

Andrei  Piontkovsky,  director  of  the  centre  for  Strategic 
Studies  in  Moscow,  said:  "Yeltsin  announced  that  he  is 
about  to  go  into  battle.  The  question  is  against  whom?  I 
think  ft  is  obvious  that  the  answer  is.  Primakov." 

Relations  have  deteriorated  recently  between  Mr  Yeitsin 
and  Mr  Primakov*  who  is  highly,  popular  In  Russia  and 
enjoys  the  support  of  leftwing  parties  in  the  . Duma,  Rus- 
sia’s lower  house  of  parliament  On  Monday,  Mr  Yettsin 
declared  his  support  for  a free  media,  which  many  took  to 
be  a Slot  at  Mr  Primakov's  recent  attempts  to  staff  state 
media  companies  with  former  coll&gues  from  jthe  secret 
seririoes.  Charles  Clover,  Moscow  . 

• . . . / • 'l 

INSTITUTIONAL.  REFORM  _ : 

Blow  to  Swiss  modernisation 

Switzerland's  chances  of  modernising  its  cumbersome 
system  of  direct  democracy,  which  gives  substantial  pow- 
ers to  foe  country's  sma/l  cantons,  have  receded  Mowing 
only  a narrow  vote  in  favour  of  a new  constitution. 

Switzerland  has  taken  nearly  30  years  to  modernise  the. 
constitution,  which  was  written  more  than  a century  ago. 
Although  the  new  constitution  breaks  the  fink  between  the 
Swiss  franc  and  gold  and  enshrines  the  . right  to  strike,  the 
main  changes  are  in  language  rather  than  content}  Drafters 
of  the  new  constitution  avoided  controversial  reforms,, 
such  as  modernising  the  system  of  direct  demooRqpyj  :• 
hapatpy?  these  would  haye  further  delayed  foe  project 
Although  59.2  per  cent  of  Swiss  voters  supported,  last  ■ 
Sunday’s  referendum,  ft  was  nearly  defeated  py  a failure  to 
win  the  support  of  at  least  half  the.  cantons.  The  majority' 
of  the  opposition  came  from  the  small  rural  cantons  or 
central  Switzerland  white  the  main  cities  all  supported  the  • 
new  constitution.  WflBam  HaD,  Zurich 

HJR0PEAN  ANTITRUST  RULES 


Fines  reduced  in  cartel  case 

A European  court  yesterday  backed  a ruling  by  foe  Euro- 
Dean  Commission  that  12  chemical  companies  had  token 
p^lnapri^fixfofl  cartel  but  reduced  the  fines  far  three 

°The  Sra^'cairt  of  First  instance  cut<Hl^n^0f  ^ 

imoerial  Chemical  Industries  from  €2.5m  to  €1 .55 nr  and  for 
SSb  de  Vmyle  (Sav).  also  of  France,  from 

€400,000  to  €135,000,  - ..  . 

The  court  confirmed  the  Commission. s ruling  that  12  ■ 

sSffrsssKiWws® 

for  Germany's  Huls.  Michael  Snath,  Brussels  ..  ^ 

SINGLE  CURRENCY  


orter  euro  launch  urged 

Furooean  Union  states  want  to  cut  toe  ; 

national  monies'  after  ffte^ftoductron 
coins  on  January  1 2002  front  the  six  • - 

£ ^^X^envisag^l.  Y^TWbauft  de  Silguy.toe  : 
StoSy  aff*vsald  yeawday; 
n~2Lv-.«  to  the  European  Parliament's  monetary 
^^rSr  de  Silg^l  a "large  majority"  of 
rf  dbuble  circulation  to  the  euro 
^ to^to^M  weeks". The  aim  would  beta 
and  confusion.  He  saM  foe  European  Gonv 
m^w^tf^itlnuecorisultatfonft  aimed  breaching  a 
^^^Xfember.  Peter  Nornrno,  Bnrsaels 


were  prepared  to  renegoti- 
ate $8fan  of  Soviet-era  debt, 
including  jabn  on  which 
payments  have  already  been 
missed. 

A deal  under  which  Russia 
would  default  on  the  Minfin 
bonds  would  meet  an  Impor- 
tant Paris  Club  demand  - 
that  western  taxpayers  alone 
should  not  carry  the  burden 
of  refinancing  Russia  and 
that  Wall  Street  should 
share  toe  pain.  Meanwhile,. 
Russia  could  keep  up  pay- 
ments on  its  post-Soviet 
debt,  thereby  keeping  open 
the  hppe  of  future  access  to 
capital  markets. 

The  proposed  agreement 
will  infuriate  holders  of  Min- 
fin bonds,  which  are  traded 
in  London.  Yesterday,  Stan- 
dard & Poor's.  the  US  rating 
agency,  downgraded  all 
Sllbn  of  Minfin  bonds  from 
CCC-  to  CC. 


Greece 
moves  to 
limit 
credit 
expansion 

By  Kerin  Hope  in  Athens 


A move  by  Greece's  central 
bank  to  Emit  credit  expan- 
sion to  toe  private  sector  has 
upset  plans  by  the  country’s 
private  banks  for  a signifi- 
cant increase  in  lending  this 
year. 

Greece's  biggest  private 
banks  were  set  to  expand 
their  loan  portfolios  by  more 
than  25  per  cent  this  year  in 
response  to  strong  demand 
for  consumer  loans  and 
trade  finandag.  The  banks 
see  rapid  expansion  as  the 
key  to  remaining  competi- 
tive after  Greece  joins  the 
euro-zone,  probably  in  2001. 

“The  credit  restrictions 
distort-  competition  by 
favouring  inefficient  state 
banks  that  are  underper- 
forming the  market,"  said  a 
senior  Greek  ' banker. 
“They’re  inappropriate  in  a 
market  environment" 

The  Bank  of  Greece  has 
set  a 12  per  cent  ceiling  for 
private  sector  credit  growth 
over  the  next  year.  Banks 
that  exceed  the  quarterly 
Emit  of  3 per  cent  growth 
will  be  penalised. 

They  will  have  to  deposit 
funds  equivalent  to  the  extra 
lending  for  six  months  as  an 
interest-free  reserve  require- 
ment. 

The  measures,  which  the 
bank  called  “temporary",  are 
intended  to  reduce  inflation- 
ary pressures  as  Greece 
straggles  to  cut  annual  infla- 
tion from  3.4  per  cent  in 
March  to  2 per  cent  by  the 
end  of  this  year. 

• Concern  Is  growing  that 
Greece's  effort  to  qualify  this 
year  for  euro-membership 
could  be  derailed  by  a sud- 
den spurt  in  inflation. 

The  banks  are  not  expec- 
ted to  increase  lending  rates 
in  response  to  the  measures, 
but  would  pass  on  some 
costs  to  borrowers.  Analysts 
said  most  banks  would  try  to 
bypass  the  restrictions  by 
routing  loans  through  sub- 
sidiaries abroad. 

High  real  interest  rates, 
about  8 per  cent  above  euro- 
zone levels,  have  failed  to 
restrain  credit  growth.  The 
central  bank  said  credit 
expansion  to  the  private  sec- 
tor rose  IS  per  cent  In  Janu- 
ary, with  consumer  credit 
increasing  35  per  cent 

The.,  central  bank's  reli- 
ance on  administrative  mea- 
sures to  control  credit 
growth  also  raises  concern 
over  Greece’s  prospects  for 
keeping  down  inflation  next 
year,  analysts’  said.  The  cen- 
tral bank  would  have  to  ease 
monetary  policy  In  2000  and 
allow  interest  rates  .to  fell 
sharply  in  the  run-tip  to 
euro-zone -entry  in  January 
2001. 


Barriers  seen  to  banking  mergers 


By  Tony  Barber  in  Frankfurt 

Fiscal,  regulatory  and 
cultural  differences  are 

likely  to  impede  the  emer- 
gence of  a fully  integrated 
banking  sector  In  the  euro- 
zone despite  the  impact  of 
monetary  union,  the  Euro- 
pean Central  Bank  said  yes- 
terday. 

In  its  monthly  report  for 
April,  the  ECB  damped 
expectations  of  a wave  of 
cross-border  mergers  and 
acquisitions  in  retail  bank- 
ing, saying  it  would  be  diffi- 
cult to  make  cost  savings 
and  harmonise  different 
national  practices. 

"By  contrast  with  money 
market  and  many  other 
wholesale  banking  activities, 
fiscal,  legal  and  cultural 
aspects  as  well  as  diver- 
gences in  the  way  business 
is  conducted  seem  to  perpet- 
uate the  segmentation  of 
national  markets  for  retail 
banking  services,"  the  ECB 


said.  “The  mortgage  market 
is  a good  example  of  this,  as 
It  continues  to  be  subject  to 
substantial  national  regula- 
tions, taxation,  subsidies  and 
administrative  procedures. 
The  need  to  become  familiar 
with  conditions  in  national 
markets  and  the  difficulty  of 
developing  standard  pan- 
European  banking  products 
constitutes  a barrier  to 
cross-border  activity.” 

The  ECB  estimated  the 
□umber  of  banks  and  other 
credit  institutions  in  the 
euro-zone  at  8,249  at  the 
start  of  April,  compared  with 
more  than  11.200  in  1985. 
However,  consolidation  in 
the  financial  industry  was 
related  not  only  to  the 
impact  of  monetary  union 
and  the  European  Union's 
single  market,  but  to  sharper 
global  competition. 

The  ECB's  report  con- 
firmed the  impression  of 
banking  specialists  who  say 
that  the  euro's  launch  in 


January  has  raised  pressure 
for  mergers  and  acquisitions 
within  individual  countries, 
notably  in  France.  Italy  and 
Spain,  without  triggering 
large  cross-border  deals. 

•’Cross-border  mergers  and 
acquisitions  have  so  far  been 
largely  Intended  to  facilitate 
expansion  into  specific  mar- 
ket niches  rather  than  the 
mass  segment  of  the  retail 
banking  market,”  the  ECB 
said. 

"Since  the  cost  savings 
from  eliminating  overlaps  in 
the  retail  network  are  likely 
to  be  limited,  and  the  mana- 
gerial costs  of  integrating 
different  structures  and  cor- 
porate cultures  can  be  sub- 
stantial, this  type  of  opera- 
tion - motivated  by  the 
desire  to  gain  access  to  for- 
eign retail  markets  - may 
remain  scarce. 

“Strategic  aHiattrag  giving 
individual  banks  access  to 
each  other's  distribution  net- 
works could  provide  an 


Wtm  DiBMHbarg,  president  of  ECB,  which  played  down  hopes  for  a 
fu£y  Integrated  banking  sector  in  the  euro-sons  Reuters 


alternative  way  of  expanding 
cross-border  retail  banking." 

It  suggested  that,  ir 
national  banking  sectors 
were  to  be  completely 
integrated,  this  would  come 
about  partly  because  of  the 
spread  of  direct  hanking  and 


changes  in  popular  tastes. 
Customers  increasingly 
prefer  products  such  aa 
mutual  funds,  securities, 
pension  funds  and  life 
assurance  policies  to 
traditional  bank  deposits,  it 
said. 
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France,  Italy  urge  pact  for  EU  growth 


By  Robert  Taylor, 
Employment  Editor 


The  European  Union  must 
commit  itself  to  an  employ- 
ment pact  that  would 
involve  a 3 per  cent  annual 
economic  growth  target  as 
well  as  public  investment  in 
new  technologies,  new  busi- 
nesses and  infrastructure 
projects,  according  to  a 
memorandum  drawn  up  by 
the  French  and  Italian  gov- 
ernments. 

Copies  of  the  document 
are  circulating  in  Brussels 
and  have  been  sent  directly 
to  both  toe  German  and  UK 
governments.  It  is  seen  by 
officials  as  a rearguard 


action  against  the  UK,  Ger- 
many and  Spain,  which  want 
to  concentrate  on  making 
EU  labour  markets  more 
flexible  rather  than  focus  on 
a wider  growth  strategy. 

Martins  Aubry.  the  French 
labour  minister,  is  backed  by 
her  Italian  counterpart, 
Antonio  Bassoiino,  on  call- 
ing for  a growth  in  real 
wages  in  line  with  productiv- 
ity improvement.  In  their 
document,  they  argue  a L5 
per  cent  employment  expan- 
sion would  require  a 3 per 
cent  growth  commitment 
and  a 1-5  per  cent  rise  in 
purchasing  power  and  pro- 
ductivity. 

However,  Ms  Aubry  and 


Mr  Bassoiino  argue  that  eco- 
nomic growth  alone  will  not 
be  sufficient  to  reduce  unem- 
ployment levels  substan- 
tially. They  believe  it  is  nec- 
essary to  avoid  any  unequal 
expansion  that  would  mar- 
ginalise the  weak  and 
nnflltillwi.  But  the  two  minis- 
ters insist  this  will  require 
“major  social  innovations" 
to  deal  with  “unmet  social 
needs”.  “Market  forces  have 
been  unable  to  bring  these 
innovations  into  play,"  says 
their  document.  “It  is  up  to 
the  state  in  association  with 
social  partners  and  regional 
authorities  to  see  these 
changes  through  to  imple- 
mentation.” 


In  addition,  France  and 
Italy  want  to  see  reductions 
in  indirect  labour  costs  on 
low  paid  jobs,  paid  for 
through  EU  co-ordination  in 
establishing  minimum  tax 
rates  on  savings  and  corpo- 
rate incomes. 

Ms  Aubry  and  Mr  Basso- 
lino  are  determined  that  EU 
macro-economic  policy  Ini- 
tiatives should  be  more 
firmly  integrated  into 
employment  strategies 
designed  to  deal  with  struc- 
tural labour  market  prob- 
lems. Mr  Bassoiino  Is  due  to 
meet  UK  ministers  today  to 
discuss  this  approach. 

The  Dutch  government  is 
also  lobbying  for  separate 


employment  guidelines  in 
the  EU  that  would  create 
“appropriate  and  differenti- 
ated growth”  in  real  wages. 
In  a memorandum  to  the 
European  Commission. 
Klaas  de  Vries  and  Gerrit 
Zalm,  Dutch  social  affairs 
and  finance  ministers,  want 
EU  states  to  report  on  their 
“domestic  wage-cost  growth 
in  their  national  action 
plans  on  employment”. 

They  want  to  Include  wage 
developments  in  the  forma- 
tion of  broad  economic 
guidelines  in  the  EU  to 
ensure  they  are  “consistent 
with  toe  goal  of  price  stabil- 
ity and  reflect  toe  employ- 
ment situation". 
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British  Airways 

Dexter  Corporation 

Has  selected 

Has  selected 

Bank  of  America  lor  its 

Bank  ot  America  tor  its 

Pan-European  Cash 

Euro  Cash  and  Liquidity 

Management 

Management 
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BRITISH  AlfftftVS 

DEXTER 

Fruit  of  the  Loom  | 

Has  selected 
Bank  ot  America 
fa  itsGuro  Cash  Management 
Bank 


— . 

3Com 

DuPont 

Allied  Signal 

ECl  Telecom 

Has  selected 

Banket  America 

lor  its  Euro  Cash 
Management  Bank 

Has  selected 

Bank  at  America  for  its 

Euro  Cash  Liquidity 
Management  Structure 

Has  appointed 

Bank  of  America  lor  rts 
Cash  Management  Bank 
m defected  European 

countries 

Has  selected 

Bank  of  America  for  ns 
Global  Treasury  and  Cash 
Management  Bank 

^55 

^Hied  Signal 

dii> 

Ours  is  the  kind  of  vision  that  leads  major  corporations,  investment  banks 
and  brokerage  firms  to  turn  to  us  for  euro  clearing  and  cash  management 
solutions.  This  foresight  led  us  to  put  in  place  dedicated  teams  of  specialists  to 
provide  clients  an  unprecedented  level  of  euro  expertise  across  an  array  of 
products  and  services  that  range  from  securities  issuance  and  distribution  to 
foreign  exchange,  trade,  services  and  cash  management.  In  short,  euro 
leadership  demands  nothing  less  than  the  capabilities  to  provide  proven 
solutions  today.  And  the  vision  to  anticipate  those  that  will  be  needed  tomorrow. 


Bank  of  America, 
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This  announcement  apjwiuv  of  a matter  ol  irtonl  only- 
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Land  auction  boost  for  HK  economy 


By  Louise  Lucas  In  Hong  Kong 

Hong  Kong’s  first  land 
auction  in  12  months 
attracted  aggressive  bidding 
yesterday.  Three  plots  went 
for  prices  sharply  higher 
than  market  expectations, 
boosting  confidence  in  tbe 
territory. 

The  government,  owner  of 
the  territory's  undeveloped 
land  bank,  suspended  land 
auctions  last  June  as  part  of 
efforts  to  prop  up  the  prop- 
erty sector,  normally  a pillar 


of  tbe  economy.  Falling 
prices  reverberated  through 
the  territory  last  year,  when 
the  economy  shrank  5.1  per 
cent. 

Property  prices  have 
roughly  halved  from  their 
peaks  in  late  1997.  but  recent 
demand  for  apartments  and 
a fresh  round  of  mortgage 
price  wars  among  the  banks 
suggest  a new  mood  of  opti- 
mism. 

Healthy  bidding  yesterday 
appeared  to  support  that 
view.  The  first  plot  a resi- 


dential site  on  the  eastern 
part  of  Hong  Kong  island, 
went  under  the  hammer  for 
HKS590m  fUSSTBm).  Bidding 
opened  at  HKS340ra.  and  the 
market  was  expecting 
around  HK$400m-HK$500m. 
It  was  bought  by  Sino  Land, 
the  property  developer  con- 
trolled by  Robert  Ng. 

While  some  analysts  said 
the  strong  bidding  and  high 
prices  reflected  greater  confi- 
dence in  the  property  mar- 
ket - and  In  the  economy  as 
a whole  - others  were  more 


circumspect.  Nicholas 
Brooke,  chairman  of  Brooke 
International,  the  property 
consultancy,  said:  “It  is  all  a 
bit  heady.  This  is  what  hap- 
pens when  you  turn  the  tap 
off  and  on  again"  by  stop- 
starting  land  sales. 

Blue-chip  developers, 
which  did  not  enter  the  fray 
yesterday,  were  similarly 
concerned.  Colin  Lam.  vice- 
chairman  of  Henderson 
Land,  said  that  prices  were 
on  the  high  side  and  added 
that  the  company  - like 


most  developers  and  buyers 
- did  not  want  to  see  a sharp 
rise  in  residential  prices. 

Victor  Li.  chief  executive 
of  Cheung  Kong,  one  of 
Hong  Kong's  biggest  prop 
erty  developers,  cautioned 
that  high  prices  were  not 
necessarily  good  Tor  the  ter- 
ritory's economy.  But  he 
said  the  auction  results  sent 
u positive  signaL 

In  total,  the  three  plots 
raised  HKSi.49bn.  against 
market  estimates  of  around 
HKSlbn  to  HKS1.3bn.  “It’s 


certainly  a great  result  for 
the  government.'’  said  Mr 
Brooke.  But  the  prices  sug- 
gest developers  were  bank- 
ing on  an  increase  in  prop- 
erty values  of  30  to  40  per 
cent,  a doubtful  achievement 
in  the  present  climate. 

The  auction  failed  to  cheer 
the  stock  market,  which  fell 
sharply  on  share  placement 
worries.  But  it  has  staged  an 
impressive  rally  in  recent 
weeks  and  has  gained  32  per 
cent  since  lunar  new  year  in 
mid-Februaiy. 


Japan  expects  to 
see  yet  another 
economic  package 

The  question  is:  how  big  and  just  when 
will  it  come?  Michiyo  Nakamoto  reports 


Government  bureaucrats 
deny  it.  Political  lead- 
ers call  the  notion  “a 
joke".  But  for  a growing 
number  of  people  it  has 
become  accepted  wisdom 
that  Japan  will  adopt 
another  supplementary  bud- 
get this  year. 

Tadashi  Imai,  head  of 
Keidanren.  the  business  fed- 
eration. and  Naoto  Kan. 
leader  of  the  opposition 
Democratic  Party  or  Japan 
(DPJ),  have  signalled 
recently  that  they  expect  the 
government  to  be  forced  to 
adopt  further  stimulus  mea- 
sures later  this  year. 

“There  is  no  question  that 
there  will  be  a supplemen- 
tary budget."  says  Naka  Mat- 
suzawa.  investment  strate- 
gist at  Nomura  Securities  in 
Tokyo.  “The  question  is  how 
big  it  will  be  and  when  it 
will  be  announced.” 

Having  adopted  a record 
Y82.000bn  <$697bn)  budget 
just  last  month,  and  after 
injecting  Y24,000bn  in  sup- 
plementary funds  last 
November.  Japan's  political 
leaders  may  be  forgiven  for 
wanting  to  think  the  country 
does  not  need  even  more 
public  ftrnds  to  revitalise  the 
economy. 

Talk  of  another  stimulus 
package  costing  the  govern- 


ment thousands  of  billions  of 
yen  will  send  jitters  through 
the  bond  market  and  prompt 
an  embarrassing  downgrade 
of  Japanese  government 
debt. 

“I  have  no  Intention  of 
drawing  up  an  extra  bud- 
get," Kiichi  Miyazawa. 
finance  minister,  has  said 
repeatedly  over  the  past  sev- 
eral days. 

In  private,  however,  many 
politicians,  including  those 
in  the  Libera)  Democratic 
party  (LDP).  are  aware  that 
the  economy  is  unlikely  to 
return  to  self-sustaining 
growth  before  tbe  govern- 
ment's spending  runs  out. 

Keizo  Obuchi.  the  prime 
minister,  is  politically  com- 
mitted to  delivering  0.5  per 
cent  growth  this  year. 

Yoshio  Suzuki,  an  econo- 
mist and  member  of  the  Lib- 
eral party,  junior  member  of 
the  ruling  coalition,  has  indi- 
cated that  government  dis- 
cussions on  a supplementary 
budget  can  be  expected  by 
May  or  June. 

What  is  more  important, 
the  prospect  of  higher  unem- 
ployment likely  to  follow  the 
recent  acceleration  of  corpo- 
rate restructuring  adds  to 
the  pressure.  Japan’s  unem- 
ployment rate  is  already  at  a 
record  4.6  per  cent. 


Obuchi  (centra]:  Another  extra  budget  may  raise  less  applause  AP 


Mr  Obuchi  has  his  own 
reasons  for  wanting  to 
increase  spending.  He  is 
bound  to  come  under  pres- 
sure to  return  Japan  to 
growth  both  at  his  meeting 
with  President  Bill  Clinton 
early  next  month  and  at  the 
Group  of  Seven  summit  in 
the  summer. 

In  light  of  the  grim  fore- 
cast of  negative  0.9  per  cent 
growth  by  the  Organisation 
for  Economic  Co-operation 
and  Development  and  some 
even  gloomier  private  fore- 
casts. assurances  by  Mr  Obu- 
chi that  the  economy  is  on 
track  for  growth  this  year  is 
unlikely  to  placate  Japan's 
friends  in  the  west. 

Further,  the  prime  minis- 
ter faces  an  election  in  Sep- 
tember for  the  LDP  presi- 


dency. His  strongest  rival. 
Koichi  Kato.  has  started 
openly  to  criticise  Mr  Obu- 
chi’s  policy,  urging  funda- 
mental restructuring  rather 
than  the  conventional  boost 
to  public  works  spending. 

For  Mr  Obuchi.  who  has 
made  no  secret  of  his  inten- 
tion to  extend  his  term 
beyond  September,  a supple- 
mentary budget  may  well  be 
tbe  only  way  he  can  ensure 
re-election. 

The  danger  for  Mr  Obuchi 
is  that  the  stock  market 
could  drop  sharply  as  com- 
panies unwind  their  cross- 
shareholdings before  closing 
their  books  for  the  half-year, 
said  Mr  Matsuzawa. 

Traditionally,  a high  level 
of  bankruptcies  occurs  in 
August,  the  month  before 
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tbe  end  of  the  Japanese  half- 
year.  A supplementary  bud- 
get in  the  summer  would 
help  cushion  the  pain. 

Further.  Mr  Obuchi  has 
been  entertaining  his  old 
journalist  friends  and  sug- 
gesting in  private  that  he  is 
looking  to  hold  national  elec- 
tions this  year,  according  to 
Takao  Toshikawa,  editor-in- 
chief  of  Tokyo  Inside  Line. 

Elections  for  the  lower 
house  of  tbe  Diet  do  not 
need  to  be  held  before 
autumn  next  year,  but  ear- 
lier elections  could  work  in 
favour  of  both  Mr  Obuchi 
and  the  LDP,  the  argument 
goes. 

For  one  thing,  the  DPJ. 
the  leading  opposition  party, 
has  been  damaged  by  the 
recent  local  elections  in 


which  it  lost  a high-profile 
seat  for  the  governorship  of 
Tokyo  and  another  local  gov- 
ernment seat  formerly  held 
by  a DPJ  member. 

The  LDP  needs  to  build 
voter  confidence  in  the  eco- 
nomic outlook  to  ensure  suc- 
cess in  the  national  elec- 
tions. 

The  growing  view  is  that 
Mr  Obuchi  will  unveil  a sup- 
plementary budget  in  the 
late  summer,  extend  his 
term  and  dissolve  the  lower 
house  in  September  to  hold 
national  elections  in  Octo- 
ber. But  that  scenario 
assumes  relatively  smooth 
sailing  for  the  next  five 
months  at  least  Deny  it  as  it 
may.  the  LDP  may  not  want 
to  quash  hopes  of  a supple- 
mentary budget  just  yet 


Indian  central 
bank  sets  out 


reform 

By  Krishna  Grin  In  Bombay  _ 

In  a deliberate  display  of 
business  as  usual.  Bimal 
jalan.  India’s  central  bank 
governor,  yesterday  set  out 
the  bank's  reform -agenda  for 
the  next  six  months  as  politi- 
cal uncertainty  grew  in  New 
Delhi.  • 

The  package  of  measures 
included  moves  to  deepen 
India’s  debt  and  money-mar- 
kets, and  a half-point  cut  in 
the  reserve  ratio,  which 
will  boost  banks’  lendable 
resources  by  about  Rs33bn 
(S772m). 

Mr  Jalan  said  the  Indian 
markets  had  taken  the  week- 
end fall  of  the  coalition  gov- 
ernment - led  by  the  Bharat- 
iya Janata  party  (BJP)  - in 
their  stride  and  there  was  no 
cause  for  concern.  . 

“We  have  not  seen  much 
turmoil  in  tbe  finanriai  mar- 
kets. They  are  quite  stable, 
though  there  are  blips  from 
time  to  time,1’  he  added.  “We 
have  not  taken  any  special 
measures.  This  is  normal, 
routine  policy.” 

Mr  Jalan  said  the  Reserve 
Bank  of  India  would  con- 
tinue its  efforts  to 
strengthen-the  financial  sec- 
tor and  support  the  fiapyinp 
economy  irrespective  of 
events  in  the  capital,  where 
the  opposition  Congress 
party  yesterday  struggled  to 
line  up  support  for  a new 
administration.  “They  are 
two  different  aspects  of  our 
national  life,”  he  said. ' 

Earlier  this  week  rival  par- 
ties agreed  to  debate  the 
BJP's  February  budget 
today.  The  crucial  legislation 
is  expected  to  take  two  days 
to  pass,  and  no  sign  of  the 
shape  of  a future  govern- 
ment is  expected  before 
tomorrow. 

The  reforms  outlined  yes- 
terday were  cautious  .rather 
than  ground-breaking,  with 
a raft  of  technical  initiatives 
to  improve  liquidity  in  the 
call  and  money  markets,  and 
establish  benchmarks  in 
government  debt.  Other 
measures  included  modest 
steps  to  tighten  prudential 
norms,  changes  to  the  way 


banka . record  rescheduled 
loans;  and  Incentives  to  lend 
more  venture  capital 

Foreign  portfolio  investors 
will  be  permitted  to  hedge  a 
greater  proportion  of  their 
currency  risk 'than  at  pres- 
ent-. . • ■’  ■ ‘ > *r  . 

- Reviewing  the  stateof  the 
economy,  Mr  Jalan  skid.' 
growth  last  year  was.  "some- 
what lower  than  expected” 
at  55  per  cent  Exports  fell  2 
per  cent  in  dollar,  terms  in. 
the  first  10  months. . 

Money  supply  (M3)  grew 
by  175  per  cent.  Inflation 
was  subdued  at  5 percent  at 
the  end  of  the  year.  Mr  Jalan  . 
also  took  comfort  from 
India’s  foreign  exchange 
reserves,  up  $3Jhn  last  year. 

“It  should,  be  possible  to 

The  paramount 
need  for  India  is 
to  raise  its 
industrial  growth1 


maintain  reasonable  price 
stability  during  the  year 
without  taking  recourse  to 
monetary  measures,"  he 
said. 

India's  paramount  heed 
was  to  raise  industrial 
growth,  which  fell  from  <L9 
per  cent  to  3.9  per  cent  last 
year,  he  said. 

The  Reserve  Ranlc  will  tar- 
get money  supply  growth  of 
15.5-16  per  cent  in  the  cur- 
rent financial  year.  It  will 
adopt  a multi-indicator 
approach  to  setting  interest 
rates,  and  win  use  the  cash- 
reserve  ratio  as  its  preferred 
tool  for  adjusting  liquidity. 

Mr  Jalan  said  the  market 
bad  been  able  to  absorb  last . 
year's  record  government 
borrowing  without  a rise  in 
interest  rates.  But  he  noted, 
that  33  per  cent  of  new  bor- 
rowing now  went  to  repay 
maturing  debt,  up  from  11 
per  emit  in  1992. 

“Obviously,  this  process 
cannot  go  on  indefinitely,” 
he  added. 
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Kim  attacks  Korean  Air 
over  safety  failures 


By  John  Burton  in  Seoul 

Kim  Dae-jung,  the  South 
Korean  president,  yesterday 
called  for  a management 
change  at  Korean  Air  (KAL) 
as  he  criticised  the  national 
carrier  for  allegedly  putting 
business  expansion  ahead  of 
flight  safety. 

The  crash  last  week  of  a 
KAL  cargo  aircraft  at  Shang- 
hai was  the  sixth  accident 
the  airline  has  suffered  in 
the  past  18  months,  includ- 
ing a passenger  jet  flying 
into  a Guam  hillside  killing 
226  in  1997  and  several 
botched  landings. 

Delta  Air  Lines  of  the  US 
and  Air  Canada  suspended 
their  code-sharing  arrange- 
ments with  KAL  after  the 
Shanghai  crash.  “This  gives 
a fatal  blow  to  Korea's  credi- 
bility,” said  Mr  Kim. 

The  president’s  remarks 
are  expected  to  increase 
pressure  on  Cho  Yang-ho. 
the  KAL  president,  to  resign. 
He  is  the  eldest  son  of  Cho 
Choong-hoon,  the  founder 


and  chairman  of  the  Panjin 
transport  group,  which 
bought  KAL  from  the  gov- 
ernment in  1969. 

The  presidential  statement 
marked  an  escalation  in  Mr 
Kim’s  criticism  of  the  man- 
agement by  family  owners  of 
Korea's  big  conglomerates, 
or  chaebol,  amid  suggestions 
that  they  should  be  replaced 
by  professional  executives. 

Mr  Kim  is  expected  to 
meet  the  heads  of  Korea's 
five  top  chaebol  on  Monday 
to  review  their  progress  in 
restructuring  and  manage- 
ment reforms. 

The  government  has 
warned  it  might  take  control 
of  chaebol  units  through 
debt-for-equity  swaps  with 
nationalised  banks  and 
appoint  new  managers  if 
reforms  are  slow. 

“Using  this  as  an  opportu- 
nity. we  must  solve  the  prob- 
lems related  to  family-run 
management.” 'said  Mr  Kim, 
who  blamed  KAL's  rigid  and 
authoritarian  management 
culture  for  low  staff  morale. 


He  told  a cabinet  meeting 
that  a professional  manage- 
ment team  had  to  step  for- 
ward that  would  give  prior- 
ity to  protecting  human  life. 

Mr  Kim  blamed  the 
numerous  accidents  on  a 
corporate  emphasis  on 
expanding  rotdes  instead  of 
employing  good  engineers 
and  pilots. 

Analysts  -said  an  authori- 
tarian cockpit  culture  fos- 
tered by  -military-trained 
captains  and  English  lan- 
guage problems  in  communi- 
cating with  international  air- 
ports were  the  main  causes 
of  KAL’s  problems. 

• Workers,  at  Daewoo- 
Heavy  Industry  yesterday 
went  on  strike  in  a sign  of. 
escalating  labour  tensions 
over  proposed  job  cuts  amid 
record  unemployment  of 
nearly  9 per  emit.  The  work- 
ers are  mgfttbers  of  the  Kor- 
ean Confederation  of  Trade 
Unions,  which  is  launching  a 
“spring  offensive”  against 
corporate  restructuring  that 
threatens  jobs. 


Deflation,, 
recorded 
in  NZ 

By  Tarry  M in  WcBhglnn  ' 

Prices  in  New  Zealand  fell 
by  0.1  per  cent  in  the  year  to 
March,  the  first  time  since 
1946  that  the  country 
recorded  deflation  over  a 1 2r. 
month  period.  Statistics  New 
Zealand  reported  yesterday. 

The  figure  is  the  same  as 
that  in  Japan,  with  the 
tworid’s  lowest  inflation.  . - 

The  fell  in  the. Consumer 
Price  index  was  driven  by  a 
sharp  fall  in  interest  rates 
that  followed  a substantial  , 
easing  in  monetary  policy 
last  year  by  the  Reserve 
Bazik.  On  -a  quarterly  haste 
prices  fell  by  0.3  per  cent 
after  dropping  by  0,8  per 
-cent  in  the  December  quar- 
ter. 

- Two  successive  quarters  of 
deflation  is  also  a first  since 
1946.  The  Reserve  Bank;' 
which  predicted  the  fall/ 
uses  a different  measure  of 
inflation,  which  excludes' 
credit  and  interest  charges 
to  manage  monetary  policy.  ; 


Chinese  growth 
remains  robust 


By  Janies  Harding  in  Shanghai 

China  yesterday  reported 
strong  but  slowing  economic 
growth  of  8J  per  cent  in  the 
first  quarter  of  1999,  com- 
pared with  the  same  period  a 
year  before,  as  hefty  govern- 
ment spending  failed  fully  to 
offset  the  decline  iu  foreign 
investment  and  exports. 

The  robust  headline 
growth  figure  comes  despite 
component  statistics  which 
suggest  a more  patchy  pic-, 
ture  of  the  Chinese  economy. 

Foreign  direct  investment 
fell  by  14.6  per  cent  in  the 
first  three  months  of  this 
year  to  S7.34bn.  compared 
with  the  same  period  in  1998, 
it  was  announced  yesterday. 
This  added  to  expectations 
foreign  investment  into 
China  will  fall  this  year  for 
the  first  time  in  the  1990s. 

Exports,  which  have  not 
registered  negative  growth 
for  15  years,  have  fallen  by 
7.9  per  cent  year-on-year  in 
the  fust  quarter.  Beijing  said 
last  week  deflation  was 
showing  no  sign  of  letting  up 
after  more  than  a year  and  a 


half,  as  the  retail  price  index 
fell  by  3.2  per  cent  in  March 
year-on-year. 

The  overall  and  still 

emerging  impression  is  of  a 
resilient  economy  in  mixed 
health.  Gross  domestic  prod- 
uct was  Rmbl,678bn  (S202bn) 
in  the  first  three  months  of 
this  year,  a rise  of  8.3  per 
cent,  the  state  statistical 
bureau  said  yesterday.  - ” 

Zhu  Rongji,  China’s  primp 
minister,- said  on  his  tour  of 
the  US  last  week  that  he 
expected  China  to  outstrip 
the  7.8  per  cent  growth 
achieved  last  year  as  well  as 
the  growth  target  of  7 per 
cent  set  by  Beijing  for  1999. 

China’s  • first-quarter 
growth,  though,  still  repre- 
sents a deceleration  from  the 
last  quarter  of  1998,  when 
tbe  Chinese  economy  grew 
by  roughly  -9  per  cent,  state 
statisticians-  said. 

Combined  fixed  asset 
investment  by  state  and  for- 
elgn-invested  companies 
grew-  by  22.7  per  cent  in  the 
first  quarter  of  this  year 
compared  with  the  same 
period  in  1998. 


Htibco  clash  closer 
to  Jbeing  resolved 


By  Farhan '-fcokhari  in  Islamabad 


Pakistan's  Hubco  power 
company.  - locked  in  a two- 
year-old  dispute  with  the 
government  of  Nawaz  Sharif, 
the  prime  minister  - has 
sighed  a “standstill  agree- 
ment”^ with  the  government 
in  thfii-.  first  significant  sign 
that-  She  dispute  may  be 
heaffigj'  for  resolution. 

Thflftwo  sides  have  agreed 
uot:£q  pursue . further  litiga- 
tloi&iopting  Instead  to 
Tes^Sie.  ■ their  dispute 
through  negotiations. 

The  status  of  ongoing 
suits,  such  as  the  one  filed 
by  the  state-owned  Water 
and.  Power  development 
Auffiority  (Wapda)  against 
Hurao  in  a 'Pakistani  court. 
aneHubco  seeking  arbitra- 
tion through  the  Interna- 
tlwjal  Chamber  of  Com- 
merce in  London,  remains 
unclear. 

Officials  said  the  two  sides 
w$hld  seek  ways  .to  reach 
o^of- court  settlements 
possible,  without  com- 
mising  their  respective 

ationa. 


Hubco.  whose  •’  large 
shareholders'  inclui 
Britain's  National.  Powt 
last  year  saw  the  gover 
ment  unilaterally  cut  tl 
tariff  the  company  w; 
promised-  tinder  ah:  agre 
meat  sighed  with  the  reghi 
of  Benazir  Bhutto,  the  ft 
mer  prime  minister. . ■ 

Khurshid  Hussain,  Hu 
CO’s  chief  executive,  said:  “ 
could  provide  a conduct 
environment  in  which  ft 
two  parties  can.  enter  in 
discussions  to  settle  disputi 
in  a commercial  manner.** 

Mr  Hussain  said  the  cox 
pany  was  willing  to  discu 
all  issues  including  the  co 
structure  of -Ste  tariff!  An 
lysts  suggested  the  resoli 
tion  was  made  possjb; 
under  pressure  from  tt 
Worid  Bank  . - 

Separately,  officials  coi 
finned  that  Lt^Gen  Zulfikz 
. All'  - Khan, . chairman  - .< 
Wapda,  met  Pakistan's  otia 
19  private  power  genaratib 
companies  in  .what  may  t 
the  ‘first  of  a series'iof  taU 
aimed  at1  resolving  the  tarifi 
'dispute.'  ■ ■ 


J 


<%■ 


? 


i*  - 


an 


riv,ets  out 


FINANCIAL  Times  WEDNESDAY  APRIL  2J  19W 


WORLD  TRADE 


^I?-.IA-L^.charGES  of  failure  to  implement  agreed  measures  ahead  of  negotiations  on  agricultural  trade 


* Australia  attacks  EU  and  US  over  barriers 
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5 ft^Botjfason  In  Sydney 

Australia  has  launched-  a 
campaign  against  what  it 
describes  as  backsliding  by 
the  European  Union  and  the 
US  in  the  lead  up  to  World 
Trade  Organisation  agricul- 
tural trade  negotiations. 

An  Australian  government 
study  claims  that  measures 
agreed  in  the  last  round  of 
agricultural  trade  negotia- 
tions, concluded  in  1994, 
resulted  in  “higher  actual  or 
potential  barriers  to  trade 
than  previously  existed". 

The  report  highlights  Aus- 
tralia's strategy  or  targeting 
indirect  as  well  as  tradi- 
tional forms  of  agricultural 
protection  among  large  prod- 
ucing countries  ahead  of  the 
coming  round  of  WTO  talks. 
It  also  focuses  on  issues  such 
as  genetically  modified 
organisms,  food  safety  mea- 


sures and  the  role  of^state 
trading  enterprises. 

Tim  Fischer,  trade 
ter  and  deputy  prime 
ter,  said  yesterday  tUFEU 
had  missed  an  opportunity 
for  real  reform  of  its  JCom- 
mon  Agricultural  Policy  at 
the  Berlin  summit:  last 
month.  He  said  the  Agenda 
2000  reform  package  had 
damaged  prospects  for  fur- 
ther reform  in  Europe. 
“There  is  now  likely;to  be 
further  interventionuand  a 
renewed  build-up  "of 
unwanted  surplus estjwhich 
will  continue  to  he  off-loaded 
on  to  world  markets,"  he 
said. 

Mr  Fischer's  remarks  were 
reinforced  by  the"  Cairns 
Group  of  15  farm  exporting 
countries.  As  the  founding . 
member,  Australia  has 
helped  shape  the: .'group's 
agenda,  including  Its  vigor- 


European  Union  rejects  plea  for  farm  policy  changes 


Franz  Fbchler,  the  European 
Union's  acting  agriculture 
commissioner,' yesterday 
rejected  tfta  suggestion  by 
the  Caims  Group  of  farm 
exporting  countries  that  the 
EU  shotdd  make  further 
agriculture  reforms,  Michael 
Smith  writes  from  .• 
Brussels. 

The  Elks  recent  reforms 
were  "not  an  opening  bid;  for 
the  WTO  negotiations,"  he ~ 


said,  but  rather  "the  policy 
with  which  the  outcome  of 
these  negotiations  must  be 
compatible". 

If  the  Caims  statement' 
reflected  its  WTO  position, 

"it  is  quite  dear  we  have  - 
large  differences  to  narrow". 

Mr  RschJer  said  the  Caims 
criticism  of. the  EU  farm  aid 
regime  ignored  the 
: contribution  the  reforms  had 

made  towards  stabfflsfrjg- 


worid  prices  and  the  foot 
that  the  EU  was  the  world's 
largest  importer  of  food. 
Many  of  the  EU's  imports 
were  bought  tom 
developing  countries  on 
conditions  "much  more 
favourable  them  those 
provided  by  Calms 
countries". 

. Mr  Rschter  said  the  Calms 
Grotp  was  IB-Wormed 
about  EU  form  policy. 


crus  lobbying  for  EU  and  US 
agricultural  reform. 

' hi  a statement  distributed 
by  Australia’s  mission  in 
Geneva,  Calms  Group  coun- 
tries said  the  EU  reforms 
were  insufficient  as  a contri- 
bution to  the  WTO  talks  and 
would  “continue  .to  shield 


EU  producers  from  interna- 
tional market  signals". . 

The  Caims  Group,  named 
after  the  Australian  city 
where  it  was  formed  during 
the  196843  Uruguay  Round 
of  trade  talks,  Includes 
developed  countries  - Aus- 
tralia, Canada  and  New  Zea- 


land. - as  well  as  emerging 
economies  - Argentina.  Bra- 
zil, Chile,  Colombia.  Fiji, 
Indonesia,  Malaysia,  Para- 
guay, Philippines,  Thailand, 
Uruguay  and  South  Africa. 

The  group  is  arguing  for  a 
mulitilateral  WTO  accord  on 
liberalising  form  markets  in 


the  same  way  the  Uruguay 
Round  opened  up  markets 
for  non-farm  goods  in  the 
early  1990s. 

lie  US,  meanwhile,  has 
also  come  under  Australian 
fire  over  agricultural  protec- 
tionism - notably  its  recent 
proposal  to  adopt  quotas  or 
tarfflfe  on  imports  of  Austra- 
lian Iamb.  The  US  adminis- 
tration’s International  Trade 
Commission,  last  month  pro- 
posed a tariff  of  20  per  cent 
on  all  lamb  imports  above 
1998  levels.  The  US  is  Aus- 
tralia's largest  Iamb  export 
market. 

Mark  Vaile,  Australia’s 
agriculture  minister,  said 
Australia  was  concerned  US 
policies  were  sending  the 
“wrong  signal"  on  reform. 
These  included  assistance  to 
US  farmers  to  ease  the 
impact  of  falls  in  commodity 
prtees. 


China  pursues  hanking 
competition  reforms 


By  Janes  Harding  in  Shanghai 

China  yesterday  announced 
the  injection  of  RmblObn 
($1.2bn)  into  the  first  asset 
management  company  to 
handle  the  bad  debts  of  a 

state  hank 

The  move  is  part  of  efforts 
by  the  Chinese  financial  sec- 
tor to  prepare  for  greater  for- 
eign competition  as  it  pur- 
sues its  campaign  to  join  the 
World  Trade  Organisation. 

Beijing  is  understood  to  be 
offering  slow  but  potentially 
substantial  liberalisation  of 
its  domestic  banking  market 

The  full  scale  of  China's 
offer  for  the  financial  sector 
is  still  unknown,  but  there 
are  reports  that  Beijing  has 
made  significant  concessions 
to  allow  foreign  banks  grad- 
ual access  first  to  Chinese 
corporate  borrowers  and 
eventually  to  individual  cus- 
tomers. 

The  state-owned  Interna- 
tional Finance  News  said 
yesterday  “Restrictions  on 
foreign  hanks  wiB  be -phased 
out  after  China  joins  the 
WTO. . 1 Foreign  banks  will 
compete  with  domestic 


banks,  capturing  a bigger 
market  share  and  attractlng 
customers  as  a result  of  the 
more  advanced  management 
practices.”  ■ ✓; 

Under  the  latest  -conces- 
sions, foreign  hanks  may  be 
allowed  to  provide  local  cur- 
rency-lending services  to 
Chinese  companies  two 
years  after  WTO  entry,  -and 
they  would  be  able  to  serve* 
individual  customers  after 
five  years.  China,  has  yet  to 
conclude  a deal  to  join  the 
WTO,  but  an  - agreement 
looks  increasingly  likely 
before  the  eadjjf-the  year. 

The  poaMBy  of  foreign 
hanks  offering  Chinese  indi- 
viduals a full,  range  of  con- 
sumer hmWng  services  will 
rattle  China’s  estate  banks, 
which  are  buoyed*,  by  the 
high  levels  -of  Chinese 
savings  deposits  despite  title 
weight  of  their  bad  debts. 

China  Construction  Rank 
one  of  the-  bjg  four  state 
commercial  hankg,  yesterday 
offered  details  of  how  lt~ 
plsnned  to  improve  its  bal- 
ance sheet  by  repackaging 
and  selling  on  bad  debts 
through  an  asset  manage-  • 


ment  company  - a move 
likely  to  be  the  model  for  the 
other  big  four  state  banks. 

. China  Cinda  Asset  Man- 
agement will  have  registered 
capital  of  RmblObn  provided 
by  the  fi*mnr»  ministry,  the 
China  Construction  Baltic 
said  in  a statement  yester- 
day. 

The  debt  will  be  sold  both 
to  foreign  and  Chinese  inves- 
tors. Clnda  will  be  able  to 
ask  the  central  bank  for  per- 
mission to  relend,  issue 
bands,  underwrite  shares  or 
bonds  and  securitise  debt 
Cinda  will  be  exempt  from 
an  business  taxes. 

No  figures  were  given  for 
the  China  Construction 
Bank’s  bad  debts.. However, 
there  have  been  estimates 
that  Cinda  will  take  on  as. 
much  as  BmbSOObn  in  bad 
debt  _ 

Beijing  also  aims  to 
restructure  its  non-bank 
flwmriai  sector  following  the 
failure  late  last  year  of  a 
prominent  and  heavily 
indebted  investment  com- 
pany, the  Guangdong  Inter 
national  Trust  and  Invest- 
ment Corporation  (Gttic). 


US  tops 
economy 
rankings 

By  Frances  WHBanw  in  Geneva 
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The  US  has  maintained  its 
commanding  lead  in  the  lat- 
est world  competitiveness 
rankings  compiled  by  the 
International  Institute  for 
Management  Development. 

With  the  exception  of  Sing- 
apore, most  east  Asian  econ- 
omies have  slipped  down  the 
rankings  as  a result  of  the 
region's  economic  turmoil. 

Norway,  bit  by  falling  oil 
revenues,  was  another  loser. 

Meanwhile,  the  collapsed 
Russian  economy  remains  at 
the  bottom  off  the  competi- 
tiveness league. 

IMD,  the  Lausanne-based 
international  . business 
school,  defines  competitive- 
ness as  the  ability  of  a 
nation  to  provide  an  envi- 
ronment that  sustains  the 
competitiveness  of  enter- 
prises. The  rankings,  for  47 
countries,  are  based  on  287 
criteria  grouped  into  eight 
factors  such  as  economic 
performance,  research  and 
development,  infrastructure 
and  openness  to-  tile  outside 
world. 
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Two-thirds  of  the  criteria 
are  derived  from  statistical 
data  and  one-third  from  a 
survey  of  over  4,000  business 
executives.  But  there  is  inev- 
itably a tendency  for  assess- 
ments of  competitiveness  to 
reflect  current  success. 

This  year’s  IMD  report 
also  shows  that  Japan,  the. 
UK  and  Sweden  among  oth- 


ers could  significantly 
improve  their  competitive- 
ness scores. 

The  World  Competitiveness 
Yearbook  1999.  SFr800+. 
available  June  1999  from 
IMD.  PO  Box  915.  CB-1001 
Lausanne,  fax  +41  21  618 
0204,  email  wcytnfo@imd.ch, 
website  http:Uwuno.imd.chf 
wcy.htmL 


T aiwan  trumps 
anti-dumping 
action  by  US 


By  Mure  Didda  in  Taipei 


Taiwanese  companies  are 
much  more  used  to  tending 
off  dumping  accusations 
than  issuing  such  com- 
plaints themselves:  the 
island’s  cost-cutting  skills 
and  aggressive  exporting 
culture  have  long  made  it 
the  bane  of  competitors  over- 
seas. 

Now,  however,  Taiwan's 
semiconductor  industry  is 
swapping  roles,  charging 
Micron  Technology  of  the  US 
with  selling  its  D-Rams,  or 
dynamic  random-access 
memory  chips,  at  below  cost. 

The  ease  reflects  the  grow- 
ing significance  of  Asia’s 
“Silicon  Island"  as  both  a 
producer  and  a market  for 
computer  chips  - and  also 
the  growing  willingness  of 
Taiwanese  companies  to  use 
anti -dumping  procedures  to 
guard  their  markets. 

The  government  is  Investi- 
gating the  complaint  against 
Micron,  which  last  year  won 
a similar  action  against  Tai- 
wanese companies  in  the  US 
and  which  has  another  case 
pending. 

Taiwanese  industry  offi- 
cials argue  Micron  was  run- 
ning so  scared  of  their  grow- 
ing chip-making  clout  that  it 
levelled  anti-dumping 
charges  against  them  even 
as  it  dumped  its  own  prod- 
ucts on  the  island. 

Micron  officials  dismiss 
the  accusations,  suggesting 
Taiwanese  companies  might 
be  adopting  attack  as  the 
best  form  of  defence.  “It 
could  be  seen  as  an  attempt 
to  avert  attention  from  the 
fact  that  they  do  have  a 
damping  decision  against 
them,"  says  Amy  Kleiner,  of 
Micron.  "We  Intend  to  vigor- 
ously dispute  any  charge." 

In  a case  brought  by 
Micron,  a batch  of  Taiwan- 
ese semiconductor  compa- 
nies were  last  year  hit  with 
punitive  tariffs  after  being 
found  by  the  US  government 
to  have  dumped  S-Rams, 
another  kind  of  memory 
chip.  A complaint  involving 
alleged  D-Ram  dumping  is 
to  be  decided  in  August. 

Hu  Genda,  president  of  the 


Ta ) wan  Semiconductor 
Industry  Association  (TSIA), 
suggests  Micron  fears  it  will 
face  overpowering  competi- 
tion if  Taiwan  succeeds  in 
becoming  as  big  a player  in 
memory  chips  as  Japan  or 
South  Korea.  "I  think  that  is 
the  reason  why  Micron  is 
raising  a wall  against  our 
industry  at  such  an  early 
stage."  he  says. 

Annual  revenues  from 
Taiwan's  semiconductor 
industry  now  exceed 
US$9bn,  up  from  just  over 
US$5bn  in  1994.  Its  electron- 
ics industry  now  consumes 
more  than  US$2bn  of  D-Ram 
chips  a year,  accounting  for 
15  per  cent  erf  the  world  mar- 
ket and  making  the  island  a 
net  chip  importer. 

TSIA  says  Micron  controls 
10  per  cent  of  the  Taiwanese 
market,  and  while  the  cur- 
rent case  also  cites  US  units 


Micron  suggested 
the  Taiwanese 
might  be  adopting 
attack  as  the  best 
form  of  defence 


of  South  Korea’s  Samsung 
and  Hyundai  Electronics. 
Micron  is  the  main  target 

Mr  Hu  acknowledges 
action  against  the  US  com- 
pany would  probably  not 
have  been  taken  if  it  had  not 
launched  its  suit  against  the 
Taiwanese,  although  he  says 
there  is  “strong  evidence" 
Micron  dumped  D-Rams. 

An  official  of  Taiwan’s 
Board  of  Foreign  Trade  said 
complaints  against  Taiwan- 
ese far  outnumbered  those 
by  the  island’s  businessmen 
- but  noted  local  industries 
were  becoming  more  willing 
to  tafrp  anti-dumping  action. 

Taiwan  recently  slapped 
anti-dumping  tariffs  on  steel 
products  from  Poland,  Rus- 
sia, India,  and  South  Korea  - 
a welcome  sight  for  local 
steelmakers  that  have  long 
suffered  such  punishment 
abroad. 
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WORLD  ECONOMIC  OUTLOOK  PROSPECTS  FOR  GLOBAL  ECONOMY DEPEND  ON  WHETHER  US  GOES  INTO  GRADUAL  ORABRUPT  DECLjNE 

Slowdown  in  s=i“  »«=-- 

120 


EMERGING  MARKETS 


US  is  now 


inevitable, 
says  the  IMF 


Average  1970-88 


.-•i  ■ 


grows  in  wake 


1991  93  95  97 


By  Robert  Choie,  Economics 
Editor,  ki  Washington 


The  1990s  have  been  a 
disappointing  decade  Tor  the 
world  economy.  Thanks  to 
two  significant  global  slow* 
downs,  growth  in  world  out- 
put is  likely  to  have  aver- 
aged just  3.1  per  cent  a year, 
the  IMF  said  yesterday, 
weaker  than  either  the  1970s 
or  the  1980s. 

During  this  period.  Japan 
has  experienced  a decline  in 
economic  activity  unprece- 
dented among  major  indus- 
trial countries  in  the  post- 
war era.  Much  of  Europe  has 
suffered  stubbornly  high 
unemployment  and  persis- 
tently weak  growth.  And  a 
succession  of  emerging  mar- 
ket economies  have  fallen 
victim  to  painful  financial 
crises. 

“Although  financial  fragil- 
ities and  policy  shortcom- 
ings played  important  roles 
in  the  build-up  to  the  recent 
emerging  market  crises,  the 
unsatisfactory  performance 
of  Japan  and  much  or  west- 
ern Europe  since  the  early 
1990s  also  contributed,"  the 
Fund  said  in  its  World  Eco- 
nomic Outlook. 

“Japan’s  and  Europe’s 
large  and  growing  surpluses 
of  domestic  saving  over 
domestic  investment  not 
only  meant  that  they  were 
able  to  finance  the  persistent 
balance  of  payments  deficit 
of  the  US.  they  also  enabled 
global  financial  markets  to 
channel  large  net  capital 
flows  into  emerging  mar- 
kets." 

These  capital  flows  fuelled 
domestic  overheating  and 
widening  current  account 
deficits.  They  made  emerg- 
ing market  economies 


increasingly  vulnerable  to 
adverse  external  develop- 
ments. including  changes  in 
cyclical  conditions  among 
the  big  industrial  countries, 
fluctuations  in  the  world's 
main  exchange  rates  and 
shifts  in  investors’  percep- 
tions of  and  aversion  to  risk. 

“Alone  among  the  major 
countries  and  regions,  only 
the  US  may  be  considered  to 
have  achieved  a fully  satis- 
factory economic  perfor- 
mance in  the  1990s,  with  a 
relatively  shallow  recession 
in  1990-91  having  been  fol- 
lowed by  an  unusually  long 
economic  expansion.”  the 
outlook  said. 

The  Fund  believes  that 
some  slowdown  in  the  US 
economy  is  now  inevitable. 
The  outlook  for  the  world 
economy  depends  on 
whether  this  deceleration  is 
gradual  and  orderly  or 
abrupt  and  disruptive.  It  also 
depends  on  the  response  of 
policymakers  and  economic 
agents  elsewhere. 

“If  the  US  economy  were 
to  slow  significantly,  which 
seems  both  likely  and  desir- 
able at  a relatively  early 
stage,  the  European  Union 
may  be  the  only  region  of 
the  world  with  both  the 
scope  to  offset  the  conse- 
quences of  the  adverse  exter- 
nal environment  for  its 
domestic  economy  and  the 
potential  to  help  the  world 
avert  a further  broadening 
and  deepening  of  tbe  current 
slowdown.”  the  Fund  said. 

With  domestic  demand 
growing  by  5 per  cent  in 
1998,  US  consumers  and 
investors  were  responsible 
for  almost  half  the  growth  in 
world  demand  last  year. 

Private  sector  optimism  in 
the  US  has  been  fuelled  by 


Japanese  effective 
exchange  rates  (1990=1  DO) 
180  


1970 

Rail  GDP  growth 


-«=■  Homhdl 
160.  — Ren  | 


100  " 

on'i  • j ■ ■ , 

IS91  93  95  97 

SmxMF 


US 

Japan.  _ 

Germany  _ 

France 

Italy  _ 

UK__ 

Canada 
Euro  area 

Newt*  tadustnalBed 


75 

B0 

95 

90 

1998 

_W 

jwr 

39_ 

_33_ 

__Z2 

-IS 

-14 

0J3 

U 

15 

25 

3.1 

2 2 

25_ 

• 

1.4 

IS 

ZA 

90  96  2000 


By  Robert  dwto 


gg  Developing  countries  3 3 


3-0 

ZB 

2.5 

"2a 

2J3 

23 

f 

-1 5 

2.1 

AS 

5 3-3 

IT  ” 

4 JS 

.."■-■.TL-T-: i ? 

--•r+Sfc  *•_  -=■ 


. currant  fi1  fijBChSB " 


an  exceptionally  encourag- 
ing combination  of  economic 
conditions  - including  near 
price  stability,  low  interest 
rates,  low  unemployment 
and  a rising  government 
budget  surplus.  This  confi- 
dence effect  has  been 
reinforced  and  reflected  by  a 
buoyant  stock  market. 

But  with  US  unemploy- 
ment at  a 29-year  low  of  4.2 
per  cent,  the  expansion  is 
increasingly  constrained  by 
trends  in  underlying  produc- 
tivity and  the  labour  force. 


landing  is  possible.”  the  out- 
look argues. 

But  a harder  landing  is 
easy  to  imagine,  especially  if 
growth  fails  to  slow  and 
domestic  inflation  picks  up. 
The  likely  response  of  the 
Federal  Reserve  and  tbe 
bond  market  might  well  trig- 
ger a sharp  fall  in  share 
prices,  which  are  high  in 
relation  to  historical  experi- 
ence as  well  as  current  and 
prospective  corporate  earn- 
ings. Tills  could  slow  domes- 
tic spending  quite  abruptly. 


Among  major  countries  only  the  US 
achieved  a satisfactory  performance 


which  together  point  to  a 
sustainable  growth  rate  of 
2.25  to  2.75  per  cent  a year. 
In  addition,  higher  long-term 
interest  rates  will  weaken 
demand,  while  consumer 
spending  cannot  outstrip 
personal  incomes  for  ever. 

"Given  the  absence  of 
inflationary  pressures  that 
might  lead  to  a tightening  of 
financial  conditions,  how- 
ever, It  seems  quite  likely 
that  the  slowdown  in 
demand  wOl  be  gradual  and 
moderate:  in  short,  a soft 


especially  in  the  light  of  the 
deteriorating  balance 
between  private  sating  and 
investment  in  the  US  that 
has  accompanied  the  recent 
expansion. 

Fears  of  a hand  landing  in 
the  US  have  been  fuelled  in 
part  by  the  experiences  of 
Japan.  Finland.  Sweden  and 
tbe  UR  following  similar 
periods  of  falling  net  savings 
in  the  1980s.  To  assess  tbe 
possible  impact,  the  IMF 
examines  a scenario  in 
which  the  household  saving 


rate  rises  in  response  to  a 30 
per  cent  fall  in  share  prices, 
with  markets  overseas  drop- 
pi  nu  by  15  per  cent  as  a 
result.  At  the  same  time  it  Is 
assumed  that  the  dollar  falls 
10  per  cent  as  foreign  inves- 
tors become  less  willing  to 
finance  the  burgeoning  US 
current  account  deficit. 

Comparing  this  with  the 
Fund's  central  forecast  of  a 
snfi  landing,  output  growth 
in  2000  could  fall  from  2 to 
0 I pc-r  cent  in  the  US.  from 
2.9  to  1.7  per  cent  in  the 
euro-zone,  from  0.3  to  minus 
OS  pc-r  cent  in  Japan  and 
from  4.9  to  4.1  per  cent  in  the 
developing  economies,  with 
the  impact  declining  subse- 
quently. After  five  years  the 
US  current  account  deficit 
would  have  dropped  by  more 
than  $280bn,  while  the  cur- 
rent account  surpluses  in 
the  euro-zone  and  Japan 
would  have  shrunk  by 
Sllibn  and  S90bn  respec- 
tively. 

Current  account  imbal- 
ances between  tbe  world's 
three  main  economic  blocks 
have  widened  in  recent 
years,  reflecting  stronger 
growth  in  tbe  US  economy 
than  in  Japan  and  Europe. 
According  to  the  Fund,  this 
has  created  “significant 


risks  for  the  world  economy 
through  a potential  rise  in 
protectionist  pressures,  or 
excessive  and  potentially 
destabilising  movements  in 
exchange  rates  among  the 
major  currencies”. 

The  Fund’s  best  guess  is  a 
warily  optimistic  one.  It 
assumes  that  financial  mar- 
ket conditions  continue  to 
improve  for  emerging  mar- 
kets. that  the  US  experiences 
a soft  landing,  that  growth 
in  the  euro-zone  remains  rel- 
atively resilient  and  that  the 
Japanese  recession  bottoms 
out  this  year.  If  so.  world 
growth  should  pick  up  again 
in  2000. 

But  what  if  there  is  a hard 
landing  in  the  US,  emerging 
market  economies  remain 
starved  of  finance,  the  recent 
weakness  in  the  euro-zone 
economy  persists  and 
Japan's  economic  problems 
drag  on?  “If  these  risks 
materialise,  the  global  slow- 
down could  widen  and 
deepen  in  1999  and  2000  with 
recovery  being  delayed  until 
2001  at  the  earliest” 

In  which  case  the 
disappointing  decade  would 
come  to  a truly  dismal 
end. 


See  Editorial  Comment 


EURO-ZONE  AGGRESSIVE  LABOUR  MARKET  CHANGES  NEEDED  TO  TACKLE  CHRONIC  HIGH  JOBLESS  TOTAL 


Structural  reforms  ‘could  halve  unemployment’ 


By  Robert  Chote 


The  European  single 
currency  zone  should  be  able 
to  halve  its  underlying 
unemployment  rate  over  the 
next  few  years,  if  member 
countries  pursue  aggressive 
structural  reforms  and  the 
European  Central  Bank  runs 
a modestly  expansionary 
monetary  policy,  the  Inter- 
national Monetary  Fund  said 
yesterday. 

The  Fund  said  structural 
unemployment  probably 
averaged  10  per  cent  of  the 
workforce  across  the  euro- 
zone, with  the  big  economies 
of  Italy,  France  and  Ger- 
many a little  below  this 
level.  “The  ultimate  objec- 


tive of  structural  labour 
market  reforms  is  to  reduce 
the  equilibrium  rate  of 
unemployment  to  more 
acceptable  levels  - say  to 
around  5 per  cent  or  lower," 
the  World  Economic  Outlook 
said. 

Cutting  unemployment  to 
this  level  would  Increase 
output  and  incomes  in  the 
euro-zone  by  about  4 per 
cent,  which  would  also  allow 
European  governments  to 
eliminate  their  structural 
budget  deficits.  “Alterna- 
tively, the  resulting  fiscal 
improvements  could  be  used 
to  reduce  the  average 
income  tax  rate  or  value 
added  tax  rate  by  substantial 
proportions,"  the  Fund  said- 


The  Fund  described  Euro- 
pean unemployment  as  a 
“major,  chronic  problem".  It 
noted  that  labour  market 
reforms  have  yet  to  tackle 
the  roots  of  structural  job- 
lessness in  many  euro-zone 
countries,  including  tbe  larg- 
est three.  It  warned  that 
some  proposed  cures  - 
including  legislated  reduc- 
tions in  working  hours,  as  in 
France  - would  at  best  have 
little  effect  or  even  make 
things  worse. 

With  exchange  rate  adjust- 
ment ruled  out  within  the 
euro-zone,  the  need  for  struc- 
tural reform  is  all  the  more 
urgent  “What  is  less  clear  is 
whether  Emu  will  provide 
sufficient  incentive  to  gov- 


ernments. and  to  the  other 
social  partners,  to  ensure 
that  such  efforts  are  now 
effectively  made,  so  that  the 
potential  benefits  of  the  sin- 
gle currency  can  be  fully 
harnessed  and  some  of  its 
major  risks  avoided". 

The  Fund  said  that  con- 
certed structural  reform  on  a 
number  of  fronts  would  be 
necessary,  backed  up  with  a 
national  consensus  recognis- 
ing their  importance.  Active 
labour  market  policies  - 
such  as  training  and  job  sub- 
sidies - could  be  helpful,  as 
might  incomes  policies  in 
some  circumstances. 

Structural  rigidities  help 
explain  why  increases  in 
productivity  and  labour 


demand  over  the  last  30 
years  have  been  used  in 
Europe  to  raise  real  wages, 
but  in  the  US,  to  increase 
the  number  of  people 
employed.  In  both  regions 
unemployment  increased 
during  recessions,  but  in 
Europe  it  has  failed  to 
decline  subsequently,  ratch- 
eting up  the  jobless  total 
over  time. 

Sensible  structural 
reforms  include  the  elimina- 
tion of  market  distortions, 
the  removal  of  regulatory 
constraints  on  contracts 
between  employers  and 
employees,  and  measures  to 
reintegrate  unemployed  and 
disenfranchised  workers  into 
the  labour  force.  Michael 


Mussa,  the  Fund's  chief 
economist,  said  that  the 
Netherlands.  Ireland,  the  UK 
and  Denmark  demonstrated 
what  could  be  achieved. 

But  at  the  same  time 
macro-economic  policy  in 
Europe  needed  to  accommo- 
date the  fall  in  structural 
unemployment  that  should 
result,  rather  than  choking 
it  off  because  of  fears  of 
inflation.  “The  preconditions 
for  accommodative  mone- 
tary policy  are  satisfied  at 
the  present  time:  inflation 
bas  been  reduced  well  below 
the  2 per  cent  ceiling  of  the 
target  range  in  the  euro 
area,  and  leading  indicators 
of  inflation  are  generally 
benign,”  tbe  outlook  said. 


The  International  Monetary 
Fund,  sounded  a note  of  cau- 
tious optimism  for  the  vic- 
tims of-  the  emerging  market 
financial  crises  of  the  last 
two  years,  arguing  that  the 
Asian  nations  are  near  the 
bottom  of  their  economic 
slumps  and  that  the  Brazil* 
ian  economy  should  start 
recovering  later  this  year. 

Recovery  appears  under 
way  already  in  South  Korea, 
with  an  -dptum  starting  late 
last  yeaf.  The  Fund  has 
revised  its  growth  forecasts 
upward  ftl-  Korea  and  Singa- 
pore, wbfi|  among  the  Asean 
nations  'Small  downgrades 
for  Indonesia  and  Thailand 
are  more  than  offset  by  a 
more  optimistic  outlook  for 
Malaysia. 

Output  .-in  the  Asean 
nations  is  expected  to  foil  1.1 
per  cent  this  year,  compared 
to  a 9.4  per  cent  decline  in 
1998.  Growth  is  then  expec- 
ted to  reb&jnd  to  3 per  cent 
in  2000.  Fund  expects 
growth  of  3 per  cent  in  Thai- 
land, 2 per  cpnt  in  Malaysia, 

2.5  per  cent  in  Indonesia  and 

4.6  per  cent  in  Korea. 

“Progress  toward  eco- 
nomic recovery  has  been 
advanced  by  financial  stabi- 
lisation, with  strengthening 
exchange  rates  allowing 
monetary  policies  to  be 
relaxed  further;  by  support- 
ive fiscal  policies;  and  by 
improvements  in  confidence 
domestically  and  abroad.” 
the  World  Economic  Outlook 
said. 

“However,  to  ensure  that 
the  nascent  recoveries  in  tbe 
Asian  crisis  economies  take 
hold  and  develop  into  a new 
period  of  sustainable  growth, 
considerable  further  prog- 
ress is  needed  with  the 
structural  reforms  that  have 
been  initiated  and  are  begin- 
ning to  take  effect."  the  out- 
look added. 

Growth  in  China  is  expec- 
ted to  slow  from  7.8  per  cent 
last  year  to  6.6  per  cent  this 
year,  before  picking  up  again 
slightly  to  7 per  cent  next 
year.  But  the  Fund  warned 
that  there  were  significant 
downside  risks  which  could 
affect  the  outlook  for  other 
countries  in  Asia. 

“These  risks  arise  from 
slowing  external  demand, 
financial  sector  weaknesses, 
concerns  about  cutbacks  In 
external  financing  to  Chi- 
nese companies  following 
the  failure  of  a major  inter- 
national trust  and  invest- 
ment corporation,  and  past 
overbuilding  and  excess 
inventory  accumulation," 
the  outlook  said. 

The  Fund  said  this  indi- 
cated the  need  for  reforms  of 
the  financial  sector  and 
state-owned  enterprises.  Tbe 
substantial  boost  from  fiscal 
policy  would  need  to  be 
reduced  gradually  from  next 


year  and  interest  rate  policy 
needed  to.  be  -cautious  to 
avoid- fresh  pressure  on  the 
exchange  rate. . 

— The  collapse  of  Brazil's - 
exchange  rate  peg  had 
prompted  sharp  downgrades 
in  growth  prospects  for 
Latin  ' America  since. : the 
Fund’s  last  forecast'  In 
December.  The  Brazilian 
economy  was  expected  to 
shrink  by  3.8  per  cent  this 
year,  with  contractions  also 
forecast  for  Argentina,  Ecua- 
dor, Uruguay  and  Venezuela. 

- “The  risks  of  further  con- 
tagion as  investors  reassess 
their  portfolios,  as  well  as 
the  economic  adjustment 
already  required  by  the 
adverse  developments  of 
1967-98,  call  for  stringent  pol- 
icy discipline,  even  in  tbe 
face  of  weakening  growth, 
and  a reinvigoration  of 
reform  efforts."  the  outlook 
warned. 

But  the  Fund  takes  heart 
from  what  Michael  Mussa, 
its  chief  economist,  called  a 
“remarkable"  recovery  in 
market  confidence.  He 
expects  interest  rates  to  be 
substantially  lower  in  the 
second  half  of  this  year,  with 


The  risks  of 
further  contagion 
as  investors 
reassess  their 
portfolios...  call 
for  stringent 
policy  discipline’ 


the  economy  picking  up 
again  after  almost  a year  of 
recession.  Growth  is  expec- 
ted to  rebound  to  3.7  per 
cent  next  year,  with  all 
Latin  American  countries 
recording  increases  in  out- 
put 

Russia’s  economy  is  fore- 
cast to  contract  7 per  cent 
this  year  before  stabilising 
in  2000.  “In  the  absence  of 
coherent  stabilisation  and 
reform  policies,  however, 
there  would  remain  a risk  of 
high  inflation  and  continued 
economic  contraction;  access 
to  International  financial 
markets  would  be  unlikely 
to  resume:  and  much  of  the 
progress  tentatively 
achieved  in  some  areas  dur- 
ing 1991-98  would  be  lost" 

Russia's  problems  have 
been  exacerbated  by  foils  in 
oil  and  other  commodity 
prices.  These  are  expected  to 
remain  weak,  making  life 
difficult  for  other  commodity 
producers.  Growth  is  expec- 
ted to  rise  from  32  per  cent 
this  year  to  5.1  per  cent  next 
year  in  Africa  and  from  2 to 
3.3  per  cent  in  the  Middle 
East. 


ISRAELI  CAMPAIGN  NETANYAHU  APPEARS  TO  BE  PINNING  HIS  HOPES  ON  SECOND  ROUND  CALCULATIONS 


Likud  despondent  as 
polls  predict  Barak  win 

By  Jody  Dempsey  in  Jerusalem  the  way  he  is,  we  win  be 

beaten.  I’m  not  kidding 

With  less  than  four  weeks  to  Israel  you.”  The  prime  minister 

Israel's  parliamentary  and  plpcfiQn  won  by  just  30,000  votes  in 

premiership  elections  on  ” the  1996  elections. 


With  less  than  four  weeks  to 
Israel's  parliamentary  and 
premiership  elections  on 
May  17,  the  campaign 
remains  one  of  the  most 
lacklustre  in  recent  history. 

For  whoever  wins  - the 
final  run-off  is  expected  to  be 
between  Benjamin  Netan- 
yahu, prime  minister,  and 
Ehud  Barak,  leader  or  the 
opposition  Labour  party  and 
the  left-of-centre  One  Israel 
coalition  - Israel  faces  cru- 
cial decisions. 

It  will  have  to  enter  final 
status  talks  with  the  Pales- 
tinians, intended  to  establish 
Israel's  border  and  reach  a 
settlement  over  Jerusalem. 

These  issues  should  pro- 
vide much  excitement  for  Mr 
Netanyahu.  Yet  hfs  Likud 
party  is  despondent.  Ln- fight- 
ing among  campaign  manag- 
ers continues.  Slogans  have 
little  relevance.  The  prime 
minister  seems  flustered. 

Mr  Netanyahu  was  elected 
in  May  1996,  on  the  platform 
of  providing  peace  with  secu- 
rity. Then,  half  the  voters 
were  sceptical  of  the  Oslo 
peace  accords  Labour  signed 
ln  1993  and  frightened  by  the 
wave  of  subsequent  suicide 
bombings  by  the  Islamist 
Hamas  movement 

Yet  although  there,  have 
been  few  bomb  attacks  since 
1996,  and  even  Shaul  MoCaz, 
chief  of  staff,  said  this  week 
that  security  co-operation 


Israel 

election 


bad  improved  with  the  Pal- 
estinians, Mr  Netanyahu  has 
saddled  himself  with  a para- 
dox. If  Israel  is  more  secure 
and  security  cooperation  is 
better,  why  is  he  not  pro- 
ceeding with  the  peace  pro- 
cess? His  advisers  decline  to 
answer. 

And  even  Mr  Barak  has 
not  challenged  Mr  Netan- 
yahu on  the  issue  - which 
political  analysts  said  he 
could  easily  do  - and  score 
political  points. 

'Hie  Likud  camp  realises  it 
cannot  escape  the  paradox, 
let  alone  explain  why  the 
master  of  spin  seems  to  be 
losing  his  shine.  ' 

Opinion  polls,  far  from 
reliable,  are  not  helping 
morale  in  Likud.  They  pre- 
dict that  Mr  Barak  could 
beat  Mr  Netanyahu  in  a sec- 
ond round.  Such  a run-off, 
scheduled  for  June  1,  is  inev- 
itable if  Yitzhak  Mordechai, 
Centre  party  leader  and  for- 
mer defence  minister,  stays 
in  the  race  despite  his  own 
poor  showing  in  the  polls. 

“1  wonder  Is  it  all  an  act 
by  Netanyahu  to  disarm  his 
opponents,  or  are  we  seri- 
ously in  trouble?"  asked  one 
of  the  prime  minister’s  col- 
leagues. “AH  I toiow  that  is 
that  if  Netanyahu  continues 


the  way  he  is,  we  win  be 
beaten.  I’m  not  kidding 
you."  The  prime  minister 
won  by  Just  30,000  votes  in 
the  1996  elections. 

“We  have  to  rouse  grass- 
roots activists  from  their 
lethargy,”  said  a Likud  cam- 
paigner. “Look  at  Barak’s 
people.  They  are  young, 
energetic,  motivated.  We 
have  no  motivation,  not 
even  in  Jerusalem,  our  terri- 
tory." 

It  is  not  much  better  up 
north.  Tbe  swathes  of  kib- 
butzim, Israeli  Arab  towns 
and  new  high  tech  industrial 
parks  are  plastered  with 
Barak  posters  and  those  of 
Azmi  Blshara,  Israel's  first 
Arab  to  contest  the  premier- 
ship. 

Down  south,  in  the  poor 
towns  of  the  Negev,  once  the 
bastion  of  Likud,  party  sup- 
porters complain  about  how 
little  Mr  Netanyahu  has 
done  to  ease  unemployment 
which  has  risen  two  percent- 
age points  to  8.6  per  cent 
since  he  was  elected  in  May 
1996. 

Even  slogans  drawn  up  by 
Arthur  FInfcelstein,  Mr 
Netanyahu's  US  spin  doctor, 
are  having  little  impact, 
described  by  one  Likud  sup- 
porter as  being  “out  of  sync 
with  the  mood". 

Mr  Finkelstdn  has  resusci- 
tated themes  of  the  1996 
campaign  when  Israel  was 
bitterly  divided  by  the  peace 
process,  traumatised  by  tbe 


Shell  says  European 
suppliers  ‘unethical’ 


By  Robert  Cofzme  m London 


Netanyahu:  appears  flustered 
and  slogans  seem  out  of  touch 


Barak:  failed  to  challenge  Likud 
leader  on  peace  'paradox1 


assassination  by  an  Ortho- 
dox Jew  of  Yitzhak  Rabin, 
former  Labour  prime  minis- 
ter, and  demoralised  by  a 
wave  of  suicide  bomb 
attacks  on  civilians. 

The  slogans  say  Mr  Barak 
will  divide  Jerusalem,  that 
he  is  good  for  Yassir  Arafat, 
president  of  the  Palestinian 
Authority,  and  that  he  will 
give  away  Israel  to  the  Pales- 
tinians. 

Yet,  as  political  analysts 
keep  insisting:  do  not  write 
off  Mr  Netanyahu.  His  camp, 
they  say,  is  banking  on  three 
factors  to  return  him  to 
power:  Mr  Mordechai,  Mr 
Blshara  and  the  Haredim. 
ultra -Orthodox  Jews. 

If  Mr  Mordechai  stays  in 
the  race,  the  Labour  and 
Likud  vote  will  be  split  In 
the  second  round,  Likud 
activists  believe  Likudniks 


who  voted  for  Mr  Mordechai 
could  not  ideologically  vote 
for  Mr  Barak.  They  would 
return  to  tbe  Likud  fold. 

Mr  Netanyahu's  team  also 
believes  that  Mr  Bishara  will 
take  votes  from  Mr  Barak  In 
the  first  round.  In  the  sec- 
ond, they  calculate,  Israeli 
Palestinians  will  abstain.  As 
for  the  Haredim.  Likud 
believes  the  rabbis  will 
instruct  them  to  turn  out  in 
the  second  round. 

Some  Likud  activists  say 
Mr  Netanyahu  is  waiting  for 
the  second  round  to  uniunch 
his  real  campaign.  Others 
warn  against  such  a strat- 
egy. “We  have  to  get  our 
campaign  together  now,” 
said  an  adviser  to  Mr  Netan- 
yahu. “Nothing  can  be  taken 
for  granted.  Anything  can 
happen  between  now  and 
May  17." 


Royal  Dutch/Sbell,  the 
Anglo- Dutch  oil  group,  says 
it  would  like  to  cut  its  world- 
wide links  with  several  large 
European-based  suppliers 
because  of  unethical  behav- 
iour. but  is  constrained  from 
doing  so  for  legal  reasons. 

Mark  Moody-Stuart. 
Shell's  chairman,  said  there 
bad  been  severed  cases 
where  the  employees  of 
European  suppliers  had  tried 
to  bribe  oil  company  employ- 
ees to  secure  contracts:  “I 
would  dearly  love  to  strike 
them  off  the  list,  but  we 
would  probably  get  in  trou- 
ble with  tbe  European 
Union.” 

He  said  Individual  country 
bans  were  possible,  but  it 
would  be  legally  difficult  to 
impose  a global  blacklist  on 
such  companies. 

Presenting  this  year's 
Shell  Report  on  its  world- 
wide safety,  environmental, 
ethical  and  social  perfor- 
mance, Mr  Moody-Stuart 
said  the  behaviour  of  con- 
tractors and  suppliers  posed 
problems  for  companies  such 
as  Shell,  which  last  year  can- 
celled 69  contracts  because 
of  what  it  called  a Failure  to 
adhere  to  its  ethical,  health, 
safety  or  environmental  poli- 
cies. 

One  joint  venture  ln  an 
unidentified  country  was 
also  terminated  because  of 
ethical  concerns. 

Mr  Moody-Stuart  said 
Shell's  policy  was  to  termi- 


nate contracts  or  relation- 
ships if  “a  company's  activi- 
ties in  relation  to  our  busi- 
ness was  unethical." 

He  said  unethical  behav- 
iour outside  the  relationship 
with  Shell  would  not  result 
in  termination.  If  that  were 
to  be  the  case,  “there  are 
some  big  oil  companies  we 
couldn't  be  in  partnership 
with". 

He  rejected  suggestions 
that  Shell  relied  on  third 
parties  in  places  such  as 
Nigeria  to  tackle  tasks  that 
it  was  not  prepared  to  carry 
out  itself. 

As  for  Shell's  social 

responsibilities  in  the  oil- 

rich  Niger  Delta  - where  it 
is  spending  about  S35m  a 
year  on  development  pro- 
jects - Mr  Moody-Stuart  said 
the  scope  of  the  development 
need  was  beyond  the  means 
of  one  company.  “It  is  impos- 
sible for  Shell  to  meet  the 
demand."  he  said. 

The  report  said  progress 
toward  reconciliation 
between  the  company  and 
the  Ogonl  people  “has  been 
slow,  but  steady".  Shell  said 
it  is  again  involved  in  com- 
munity projects  in  Ogoni- 
land,  including  the  restora- 
tion of  the  electricity  system 
that  was  disrupted  due  to 
political  unrest  in  the 
region.  The  Niger  Delta 
accounts  for  most  of 
Nigeria's  oil  production,  but 
the  local  community  has 
seen  little  benefit 

Mr  Moody-Stuart  said 
Nigeria,  which  elected  a 


civilian  president  in  Febru- 
ary. had  made  “remarkable 
progress"  in  recent  months 
but  that  “having  a democ- 
racy does  not  remove  the 
problem.”  He  also  signalled 
that  Shell  expected  to 
remain  under  pressure  from 
residents  of  the  Niger  Delta, 
who  he  said  had  damaged 
Shell's  installations  to 
attract  attention  to  their  eco- 
nomic plight,  “l  do  not 
expect  our  path  in  Nigeria  to 
be  entirely  smooth,"  he  said. 

Elsewhere,  the  report  said 
three  Shell  employees  were 
sacked  last  year  for  bribery, 
compared  with  23  in  1997. 
Three  more  cases  await  a 
derision.  It  also  said  it  had 
cut  its  emissions  of  green- 
house gases  by  five  per  cent 
on  1990  levels,  and  was  on 
target  to  cut  them  by  a fur- 
ther five  per  cent  by  2002. 

Mr  Moody-Stuart  said 
Shell  remained  committed  to 
global  sustainable  develop- 
ment even  though  it  is 
mainly  focused  on  improv- 
ing its  poor  financial  perfor- 
mance. That  Shell  continued 
to  report  on  its  worldwide 
economic,  environmental 
and  social  impact  proved 
that  commitment. 

Total  spending  last  year 
on  what  Shell  calls  "social 
investment”  was  tflgm  But 
it  said  the  18.1  per  cent  rise 
in  such  spending  last  year 
was  in  part  due  to  Improved 
data  gathering  and  reflected 
a better  knowledge  of  the 
contributions  of  their  subsid- 
iaries around  the  world. 
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“As  part  of  Lucent  Technologies, 

I’m  helping  to  take  communications 

in  Europe  to  new  heights'.’ 


Jan  Neuteboom.  Manager.  Software  Development 


I love  the  feeling  of  freedom  when  I fly.  Ifs  like  the  freedom  I have 
at  Lucent  Technologies  to  find  a better  communications  solution. 

That's  how  my  team  of  high-flyers  developed  a countrywide 
■ networked  messaging  system  to  service  all  the  Netherlands. 
And  it's  why  Lucent  solutions  - from  voice  and  data  networking  to 
internet  call  center  applications  and  wireless  - are  transforming 
communications  throughout  Europe. 

Whatever  the  future  brings  will  probably  come  from  Lucent 
Technologies  too.  After  all,  over  the  past  128  years  Bell  Labs, 
our  R&D  division,  has  developed  innovations  that  include 
the  transistor,  laser  and  cellular  technology,  even  the 
communications  satellite.  And  eight  of  our  scientists  have  been 
awarded  the  Nobel  Prize  — a legacy  of  innovation  that  continues 
with  3 new  patents  every  working  day. 


Who's  responsible  for  this  record  of 
achievement?  Consider  that  I have  15,000 
colleagues  working  at  Lucent  across  Europe  - 
and  more  than  140,000  worldwide.  Each  of 
us  is  aiming  to  make  the  breakthrough 
that  takes  communications  to  a new  level. 


Lucent  Technologies 

Be/I  Labs  Innovations 

Tel:  +44  7000  LUCENT 
+44  7000  582  368 
www.lucent.coni 


Thafs  why  I know  Lucent  will  change  the 
way  you  communicate.  Get  ready  for  take  off! 

We  make  the  things  that  make  communications  work. 
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MID-WEST  CAMPAIGN  VICE-PRESIDENT  NO  LONGER  BASKS  IN  THE  REFLECTED  GLORY  OF  •LONGEST  PEACETIME  EXPANSE  IN  HISTORY1 

Gore  keen  to  break  up  his  double  act 


By  fierart  Baker  in  Washington 


Al  Gore:  popularity  on  the  slide 


Four  mouths  ago.  on  the  day 
President  BUI  Clinton  was 
impeached  by  the  House  of 
Representatives.  AI  Gore  led 
a rousing  chorus  of  Demo- 
crats as  they  rallied  to  their 
leader's  defence. 

Mr  Clinton,  he  said,  would 
be  remembered  as  “one  of 
our  greatest  presidents".  The 
vice-president  was  proud  to 
have  served  under  him. 

The  incident  seemed  a 
defining  moment  in  Mr 
Gore's  career.  The  doggedly 
loyal  deputy,  who  had  never 
□inched  from  supporting  his 
boss,  even  in  some  dicey  cor- 
ners. was  there  again  at  the 
moment  of  his  gravest  crisis. 

It  seemed  also  to  empha- 
sise the  unusually  effective 
nature  of  the  two  men’s  rela- 
tionship - closer  to  a double 
act  than  any  administration 
in  US  history.  And  it  also 
underlined  what  seemed  to 
many  to  be  the  unspoken 
premise  of  the  vice-presi- 
dent’s own  burgeoning  cam- 
paign for  the  top  job  - that  a 
Gore  presidency  would,  in 
essence,  be  a continuation  of 
the  Clinton  one. 

But  this  week,  on  a cam- 
paign swing  through  the 
mid-west,  and  with  his  poll 
numbers  sagging,  Mr  Gore’s 
message  looked  somewhat 
different. 
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As  he  sympathised  with 
victims  of  tornado  damage 
in  Ohio,  chatted  informally 
with  senior  citizens  about 
healthcare  in  the  Cincinnati 
suburbs  and  raised  half  a 
million  dollars  from  Demo- 
crat luminaries  in  downtown 
Chicago,  his  sharp  focus  was 
on  a Gore,  not  a Clinton 
presidency.  Strikingly,  in 
three  back-to-back  speeches 
he  mentioned  Mr  Clinton  by 
name  only  once  - and  that 
when  he  talked  of  jobs 
growth  under  the  “Clinton- 
Gore"  administration. 


There  was  no  basking  in 
the  reflected  glory  of  the 
“longest  peacetime  expan- 
sion in  history".  Instead 
there  were  many  references 
to  the  need  to  address  the 
remaining  problems.  That  is 
the  emerging  Gore  mantra 
for  the  campaign  now  under 
way  in  earnest  - producing 
a “revolution’'  in  public  edu- 
cation. Improving  access  to 
healthcare,  and  creating  a 
more  “livable"  environment. 

Aides  say  the  shift  in 
emphasis  does  not  represent 
a deliberate  attempt  by  Mr 


Gore  to  distance  himself 
from  a dying  presidency. 

But  they  acknowledge  that 
Mr  Gore  needs  to  strike  out 
firmly  now  in  his  own  direc- 
tion. "He  wants  this  cam- 
paign to  be  an  affirmative 
one.  There  will  be  uuique 
challenges  in  the  future  and 
he  wants  to  make  it  clear  it 
will  be  his  administration." 
says  Chris  Lehane.  Mr 
Gore's  spokesman. 

The  vice-president’s  politi- 
cal strategists  seem  genu- 
inely untroubled  in  this 
early  phase  by  Mr  Gore’s 


poor  poll  ratings.  They  say 
he  faces  the  problem  'ice- 
presidents  usually  face  at 
this  stage  - an  inability  to 
establish  an  independent 
identity.  They  take  comfort, 
and  lessons,  from  the  experi- 
ence of  the  last  incumbent 
vice-president  to  run  for  the 
top  job. 

In  1987-88  George  Bush 
was  in  a remarkably  similar 
set  of  circumstances.  His 
poll  ratings  were  poor  - they 
showed  Mr  Bush  losing 
heavily  to  Gary  Hart,  the 
expected  Democrat  candi- 
date. Mr  Gore  now  trails 
George  W.  Bush,  the 
favoured  Republican  candi- 
date next  year,  and  son  of 
the  former  president,  by  up 
to  20  percentage  points. 

Mr  Bush  was  under  pres- 
sure in  the  Republican  pri- 
maries from  a senior  party 
figure.  Bob  Dole.  Mr  Gore  is 
beginning  to  feel  the  heat  in 
the  Democratic  race  from 
the  steadily  growing  cam- 
paign of  former  senator  BOl 
Bradley. 

Mr  Bush  was  derided  as  a 
• wimp".  Mr  Gore  is  “stiff”. 
Mr  Bush  was  attacked  for 
having  no  vision.  Mr  Gore  is 
accused  of  having  no  posi- 
tive message  for  2000  and 
beyond. 

Mr  Bush  went  on  to  win 
easily  in  1988.  But  only  after 
mounting  a belated  and  blis- 


teringly negative  campaign 
against  Michael  Dukakis,  a 
less  than  persuasive  Demo- 
crat candidate. 

The  lesson,  Mr  Gore’s 
advisers  argue,  is  to  stake 
out  a positive  message  - and 
do  it  early.  But  there  are  pit- 
falls. 

First,  Kosovo  is  not  only  a 
potential  quagmire  for  what 
remains  of  the  Clinton-Gore 
administration,  it  also 
threatens  to  distract  atten- 
tion from  Mr  Gore’s  cam- 
paign. In  his  mid-west  swing, 
Mr  Gore  was  cautious  on 
this  tricky  issue.  He 
defended  the  deployment  of 
US  forces  to  the  Balkans,  but 
carefully  acknowledged  that 
“our  fhnirftg  were  complex 
and  difficult". 

If  Kosovo  turns  out  to  be  a 
triumph  for  the  administra- 
tion, Mr  Gore  win  be  quick 
to  claim  some  of  the  credit  . 
But  if  it  results  in  a pro- 
longed and  uncertain  war,  1 
the  vice-president  has  few  1 
good  options. 

The  other  problem  is  that, 
in  looking  at  the  success  of 
vice-presidential  candidates 
before  George  Bush,  the 
prognosis  is  not  good.  Mr 
Bush  was  in  fact  the  first 
incumbent  number  two  to 
win  the  presidency  in  more 
than  150  years.  Without 
weak  opposition,  he  might 
never  have  broken  the  spelL 


Report  to 
lapses  at 
N-weapon 


BANKING  REGULATION  FOREIGNERS  WANT  MORE  OF  A CLEAN-UP  TO  TRIGGER  WAVE  OF  TAKEOVERS 


Top  Mexican  banks  may  need  fresh  capital 


The  US  Energy  Department 
and  its  contractors  showed 
“a  lack  of  attention"  to  grave 
security  risks  at  nuclear 

weapons  laboratories  despite 

nearly  two  decades  of  warn- 
ings, congressional  investi- 
gators were  set  to  report  yes- 
terday, AP  reports  from 
Washington. 

“Efforts  to  address  secu-. 
rity  piroJems  have  lan- 
guished for  years  without 
resolution,  or  repercussions 
to  those  organisations  - 
responsible,"  the  General 
Accounting  Office- concluded 
in  testundny  prepared  for  a 
House  of  Representatives 
commerce  subcommittee 
hearing  yesterday. 

Congress’'  investigative 
agency  said  it  had  issued  32 
reports  since  1980  warning  of 
lax  security  at  the  labs,  and  ■ 
made  nearly  50  recommenda- 
tions that,  it  said,  were 
mostly  neglected. 

“Managers- and  contractors 
have  shown  a lack  of  atten- 
tion and/or  priority  to  secu- 
rity matters,”  according  to 
Victor  Rezendes,  director  of 
the  GAO  division  that 
studies  energy  and  scientific 
issues. 

The  problems  at  toe  labs 
becamean  i&ue  earlier  this 
year  when  the  Energy 
Department  disclosed  it  had 
evidence  indicating  that 
China  obtained  information 


about  the  most  advanced 
nuclear  warhead  in  the  US  . 
arsenal  and  had  . used  thatl 
information,  to.  develop  Its 
own  smaller,  more  deliver- 
able nuclear  weapons.  ' 

■ An  employee  of  the  Los 
Alamos  National  Laboratory, 
in- New.  Mexico  was  dis- 
missed,-but  no  charges  have 
been’ filed. 

- Mr  Rezendes  said  the  most 
serious  problems  that  were 
not  addressed  by  the  depart- 
ment" oyer  the.  past  two 
decades  were: 

• Ineffective,  controls  over 
foreign  visitors  to  the  most 
sensitive  Energy  Department 1 
facilities.  Counter-intelli- 
gence programmes  “received 
little  priority  and  attention”;' 

• Weaknesses  in  efforts  to 
control  and  protect  classified 
and  sensitive  information.  In 
one  instance,  a facility  could' 
not  account  for  10,000  classi- 
fied documents: 

• of  physical  security 
such  as  fences,  and  security 
personnel  who,  through  the 
years,  have  proved  unable  to 
demonstrate  basic  skills 
such  as  arresting  intruders, 
shooting  accurately  or  using 
handcuffs. 

BOl  Richardson,  energy 
secretary,  this  week  said  the 
department  was  taking 
“very  aggressive  steps"  to 
fix  the  problems  cited  by  the  - 
GAO. 


By  Henry  Tricks  in  Mexico  Ctty 


The  Mexican  government  is 
planning  to  tighten  regula- 
tions in  the  troubled  bank- 
ing industry  in  a move  that 
could  force  owners  of  the 
nation's  top  five  hanks  to 
raise  about  $5bn  in  fresh 
capital. 

That  would  amount  to 
□early  half  of  the  115bn 
pesos  ({11  ^bn)  of  capital  in 
the  system  as  of  last  Decem- 
ber. Foreign  bankers  say  it  is 
not  enough,  however,  and 
they  are  demanding  more  of 
a clean-up  to  trigger  a new 
wave  of  mergers. 

Eduardo  Fernandez,  head 


of  the  National  Banking  and 
Securities  Commission,  said 
in  an  interview  that  the 
measures  would  be  intro- 
duced gradually,  and  that 
banks  would  be  encouraged 
to  shore  up  capital  of  their 
own  accord. 

Next  year  the  government 
might  tighten  up  the  defini- 
tion of  capital,  he  said, 
increasingly  to  limit  the 
amount  of  subordinated  obli- 
gations and  deferred  tax 
credits  that  make  up  about 
37.5  per  cent  of  net  capital  in 
the  system. 

The  pressures  follow  blunt 
messages  from  several  US 
bankers  recently  that 


Mexico’s  banking  system 
remains  undercapitalised, 
despite  a S70bn  government 
bailout  after  the  1995  finan- 
cial crisis  and  the  sale 
of  six  of  18  banks  to  for- 
eigners. 

Moody's,  the  US  ratings 
agency,  highlighted  the  lin- 
gering weaknesses  this 
week,  issuing  a report  that 
put  Mexican  hanks  lest  In 
Latin  America  in  terms  of 
financial  strength,  lower 
even  than  crisis-hit  Ecuador. 

At  a convention  in  Aca- 
pulco this  month,  John 
Reed,  chairman  of  Citigroup 
of  the  US,  said  Mexican 
banks  were  unattractive  to 


investors  as  they  lacked  cap- 
ital and  growth  prospects. 

“It  was  only  a half-way 
rescue.  It  was  enough  to  get 
banks  out  of  a systemic 
problem,  but  It  didn't  pro- 
duce banks  that  were  good 
investments."  said  another 
senior  US  banker. 

He  expressed  concern  that 
the  financial  fiimsiness  of 
some  institutions  could 
undermine  President 
Ernesto  Zedillo's  most 
important  pledge  in  his  last 
two  years  in  office:  to  hand 
over  an  economy  in  good 
shape. 

“The  banking  sector  is  the 
Achilles'  heel.  If  I were  him. 


I wouldn't  risk  leaving  it  as 
it  is  today,"  he  said. 

According  to  bankers  and 
officials,  the  next  wave  of 
capitalisation  in  the  industry 
could  produce  a new  breed 
of  banker  - those  Mexican 
industrialists  who  refrained 
from  buying  overpriced 
hanks  during  the  privatisa- 
tions which  took  place  in  the 
early  1990s. 

They  include  two  of 
Mexico's  richest  men  - 
Carlos  Slim,  toe  telecommu- 
nications magnate  who  owns 
Telmex,  and  Alfonso  Romo, 
whose  Savia  group  includes 
agro-biotechnology  and 
insurance  interests.  Alberto 


Bailleres.  of  the  mining  com- 
pany Industries  Petioles,  is 
also  said  to  be  a potential 
investor. 

But  bankers  say  the  Mexi- 
can tycoons  are  not  prepared 
to  make  acquisitions  until 
there  are  tougher  regula- 
tions and  more  transpar- 
ency. 

Not  all  Mexican  banks 
believe  they  need  new  capi- 
tal. Ranamex  Mexico’s  larg- 
est, is  so  confident  about  its 
strength  it  has  launched  its  . 
first  share  buyback,  which 
would  reduce  3lbn  pesos  of 
net  capital  by  2bn  pesos. 
Banorte  is  also  considered 
well  capitalised. 


Jamaica  defiant 
over  tax  unrest 


By  Canute  James  in  Kingston 


Omar  Davies,  Jamaica’s 
finance  minister,  says  the 
government  will  not  with- 
draw taxes  he  announced 
last  week  whiahQutve  led  to 
several  days  of  violent  pro- 
tests in  King i&fri,  the  capi- 
tal, and  other  towns. 

The  army  has  been  called 
out  to  help  the  police  deal 
with  a wave  of  arson  and 
looting  which  has  accompan- 
ied the  protests.  Two  looters 
have  been  killed  and  roads 


blocked  by  burning  debris 
and  the.  shells  of  motor 
vehicles. 

New  {axes  have  been 
imposed  on  petroleum  prod- 
ucts, motor  vehicle  permits, 
cigarettes  and  alcohol  to 
finance  the  budget  presented 
last  week  by  Mr  Davies. 

Mr  Davies  says  the  proj- 
ected deficit  is  J$24.3bn 
(US$66 2m),  and  that  the 
taxes  will  neither  be  reduced 
nor  withdrawn  as  the  gov- 
ernment has  no  other  means 
of  raising  thp  money. 


Pfom  kr  Omnadtt  tumm  to  *■ 
■ncMriNMkfyio«<g«i 


CONTRACTS  & TENDERS 


STATE  OWNERSHIP  FUND 

Advertisement  regarding  the  privatisation  of  the  company 
S.C.  HART1A  SA  BUSTENI  through  direct  negotiation 


The  STATE  OWNERSHIP  FUND,  a Romanian  public  institution  located  in  Bucharest,  6 
Stavropofeos  Street,  Sector  3,  through  the  Direct  Sates  Division  no.  4,  otters  for  sate  by  cfirect 
negotiation  a stake  of  77.529%  of  the  company  HARTIA  SA.  BUSTENI  total  shares,  in 
accordance  with  Law  no.  4471998  and  G.U.O.  no.  88/1998,  modified  and  completed  by  G.O.  no. 
361/1998: 


Public  Information  regarding  HARTIA  S A BUSTENI: 

• Headquarters:  BUSTENI,  90  Lfoortaffl  Street,  Prehova  County 

• Fiscal  code:  R 1321157 

• Registration  number  with  the  Register  of  Commerce:  J 29/207/1991 ; 

• Field  of  activity:  producing  paper  and  board  products; 

• Share  capital:  ROL  33,577, 

• Turnover  (according  to  the  Balance  Sheet  of  1998):  ROL  42,627, 

• Loss  (at  December  31, 1998):  ROL  766,601 

• Shareholders  structured  March  31, 1998): 


ROL  33,577,625  thousands 
ROL  42,627,133  thousands 
ROL  766,600  thousands 


% 

Shares 

State  Ownership  Fund 

77.529 

1.041.296 

Ftoancial  Investment  Company 

18.076 

242,778 

Mass  privatisation  program 

4.381 

58,841 

Managers 

0.014 

190 

TOTAL 

100 

1,343,105 

The  seller's  offer  price  is  of  ROL  76J106  per  share,  and  the  value  of  the  package  ottered  for  sate 
is  Of  ROL  79,144,700^00. 


The  State  Ownership  Fund  has  prepared  the  Presentation  File  regarting  HARTIA  SA  Busteni, 
that  you  may  buy  daily  (8.-00  - 16.-00)  until  the  day  before  the  deadline  for  submitting  the  offers. 
Inclusively,  from  the  SOF  - Portfolio  Offers  Division  located  in  Bucharest,  6 Stavropoieos  St, 
Tel.  0040-1-3036335;  3036347, in  order  to  draw  up  your  purchasing  offer. 


The  price  of  the  Presentation  rie  Is  of  ROL  14,000,000  and  it  must  be  paid  at  the  seller’s 
cashier  office  - Bucharest  6 Stavropofeos  Street  Sector  3,  or  in  the  account  no. 
251.100.980.900.224  open  for  ROL  with  the  Romanian  Bank  for  Develop  merit  - Bucharest 
Branch. 
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FINANCIAL  TIMES 
Conferences 


Business  to  Business 
Electronic  Commerce 


Breakfast  Seminar  - Growing  your  Business  Online 


'J  11  May  1999  - London 

While  pubBc  interest  and  press  coverage  has  largely  centred  around  e-commerce 
growth  within  the  consumer  market,  most  analysts  agree  that  the  real  gains 
to  be  made  are  in  the  business  to  business  sector. The  most  successful 
organisations  wfll  be  those  which  are  able  to  use  the  internet  to 
create  a vaJu^  chain  of  suppliers,  bitermetfiartes  and  customers. 


•••  »:•  V V.  Trv 


This  FT  Business  Breakfast  Briefing  Seminar  will  use  real 
e»n$ie$  of  organisations  who  are  using  e-commerce  to 
drive  a more  effective  and  profitable  trading  environment 
within  their  own  value  chain.  Commencing  with  a full 
English  breakfast  at  06.00  and  running  for  approximately  2 
hours  from  09.00.  the  Seminar  will  be  held  at  the  financial 
Times.  Number  One  Southwark  Bridge.  London  SEI  9HL 


~ + .m  J*.  J . 


CHAIRMAN 


Paul  Tkylor 

Financial  Times  IT  Correspondent 


SPEAKERS 


The  Presentation  File  shall  be  released  to  the  bidder  representatives  upon  delivery  of  the 
following  documents: 

a)  copy  of  the  payment  order  certifying  the  payment  of  the  Presentation  File: 

b)  Identity  card  / passport; 

c)  power  of  attorney. 

The  bid  bond,  in  amount  of  ROL  2^74^41,000  is  to  be  paid  or  In  the  account  no. 

251.100.980.900.31 3 open  for  ROL  with  the  Romanian  Bank  for  Development  - Bucharest 
Branch. 


Tom  McGaffog 

Director  of  Flaming  & Logistics 
Nesrlf  UK  Ltd 


Thomas  Pomr 

■ E -Commerce  Cotrsuhtou 
Author,  The  E-Business  Advantage 


oOi^iHnMWgtaingoial 


Only  bidders  that  prove  that  they  have  acquired  foe  Presentation  File  may  submit  their 
PURCHASING  OFFER  (BID).  The  bid  together  wfth  afi  other  documents,  Including  the 
BUSINESS  PLAN,  as  stated  in  art.  27  of  the  GD  55/1998  published  in  the  Official  Gazette 
no.  66/12.02.1998,  stipulated  in  Section  C of  the  Presentation  File,  must  be  submitted  at 
the  above-mentioned  address  (the  SOF-  Offers  Portfolio  Division  located  in  Bucharest,  6 
Stavropoieos  St,  Room  no.  4),  in  a sealed  envelope. 


In  association  with 


Mcrosoft 


P*ul  Lindsey 
Managing  Director 
the  eXchtutge 


Phil  Jackson 

Managing  Director 
Hen  Web  Lid 
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BUSINESS  TO  BUSINESS  ELECTRONIC  COMMERCE  SEMINAR 
Crewing  yvnr  Boise*  OhIIm 
II  May  im.LBMtea 


FSS  ARE  PAYABLE  IN  ADVANCE 
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O Roue  Mnd  nw  5*anar  detail 
(~1  Nn«  rmm  Dm  plan  KIM 


The  foreign  companies,  citizens  or  legal  person  have  to  pay  the  presentation  file  and  the  bid 
bond  in  free  currency  in  the  account  no.  251 .100JXU.002.423.000.08  open  tor  USD  with  the 
Romanian  Bank  for  Foreign  Trade  (BANCOREX)  at  the  exchange  rate  established  by  the 
National  Bank  of  Romania  for  the  payment  date. 

Foreign  natural/legal  persons  to  whom  the  stock  of  shares  wifi  be  adjudged,  are  to  pay  the  Sate 
Purchase  Contract  amounts  in  hard  currency  at  the' exchange  rata  communicated  by  Romanian 
National  Bank  at  the  signing  date  of  the  Memorandum  far  the  tflrect  negotiation  conclusion. 

The  bidders  may  order  to  their  banks  where  they  have  the  main  account  to  issue  a bid  bond 
valid  160  days  from  the  bid  submission  date. 

Further  Information  is  available  at  Direct  Sates  Division  no.  4;  telephone  no.  (+401)  3036373; 
fax  no.  (+401)  3149582  or  on  INTERNET  at  httptfAwmsof.ro. 
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The  FT  can  help  you  reach 
additional  business  readers  in 
France.  Our  link  with  ibe  French 
business  newspaper,  les  Echos, 
gives  yon  a omqac  recruitment 
advertising  opportunity  to 
capitalise  on  iheFTs  European 
rcaderthip  and  lo  further  target 
the  French  business  world. 
For  inTonsndon  on  rates  and 
further  details  please  telephone 
Toby  Ftnden-Crofxs  or 
444  J71 S7J 4027 
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COMPAQ. 


To  our  valued  customers,  shareholders  and  partners: 

•9V.  . ' . : 

Compaq  became  a leader  through  intense  dedication  to  anticipating  and 
exceeding  the  needs  of  its  market.  We  are  committed  to  re-energizing  that  dedication 
and  wanted  to  share  with  you  this  message  to  all  Compaq  employees. 


April  18;  1999 


dea  defiant 
tax  unrest 


' # 


to  Business 
Commerce 

. ..  . a 
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To  the  people  of  Compaq 


Todayj  we  announced  that  Compaq’s  Board  of  Directors  formed  an  Office  of  the  Chief  Executive  to  guide 
the  company  until  we  complete  the  selection  of  a new  CEO  to  replace  Eckhard  Pfeiffer  who  resigned  from 
the  company.  Fellow  Directors  Frank  Doyle,  Ted  Enloe  and  I will  constitute  the  newly  formed  Office  of  the 
Chief  Executive.  As  acting  CEO,  I,  along  with  Frank  and  Ted,  will  be  deeply  involved  in  the  daily  direction 
and  operations  of  the  company  from  the  Houston  headquarters. 

Eckhard  oversaw  a period  of  stunning  growth  in  Compaq’s  history.  All  of  us  who  benefited  from  that 
growth  owe  him  a debt  of  gratitude. 

Our  market  strength  and  the  fundamental  correctness  of  Compaq’s  strategic  direction  are  as  dear  to  me 
today  as  at  any  time  mour  great  history.  However  we  also  face  some  challenging  times,  and  have  reached 
the  stage  where  a change  is  appropriate  for  die  company.  All  three  of  us  will  dedicate  ourselves  to  helping 
Compaq  realize  its  potential,  transforming  the  industry  once  again. 

We  pjui  to  accelerate  the  pace  of  the  entire  company.  As  a company  engaged  in  transforming  its  industry  for 
the  Internet  era,  we  must  have  the  organizational  ability  to  operate  at  Internet  speed.  We’re  going  to  increase 
effideacy  at  Compaq,  delivering  quick  responses  to  business  demands,  promptly  meeting  the  needs  of  every 
custoB$er  and  keeping  us  well  ahead  of  the  market  at  all  times.  We  must  remain  intimately  connected  to  our 
markets  and  customers. 

• 3 ? * 

* • jti  . * 

You  are  the  best  team  anywhere  in  the  industry.  We  are  a world  leader  in  personal  computing,  enterprise 
computing  and  Internet  applications.  I know  that  working  together  we  will  be  able  to  make  the  right 
changes  that  will  reinforce  our  industry  leadership.  We  are  determined  to  work  with  you  to  prove  to  every 
customer  that  this  is  the  best  company  to  serve  their  information  technology  needs.  We  will  also  confirm  to 
our  inve^tors  that  Compaq  remains  a core  holding  in  any  portfolio. 

The  Board  is  working  to  select  a new  CEO.  We  have  instructed  our  search  firms  to  select  a leader  for  a 
company  on  the  frontier  of  change. ..a  leader  capable  of  managing  at  Internet  speed,  with  the  pace  of  change 
continuously  accelerating. 

I sincerely  appreciate  your  tremendous  efforts  and  dedication  to  Compaq.  Together  we  can  re-energize  the 
company  to  seize  every  opportunity  the  future  has  to  offer. 

Regards, 

Ben  Rosen 

' ' Chairman  & CEO 
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BRITAIN 


THE  POUND  REPORT  SAYS  DEFICIT  COULD  BALLOON  AS  TOP  ECONOMIST  URGES  SINGLE  CURRENCY  MEMBERSHIP  ‘DESPITE  DEFICIENCIES' 


IMF  warning  on  strength  of  sterling 


SCOTLAND 


Robert  Onto,  RtAsil 
Mm*  and  Ahn  BeottM) 


Tbe  International  Monetary 
FUnd  yesterday  warned  that 
the  “dramatic"  strength  or 
sterling  could  lead  to  a bal- 
looning current  account  defi- 
cit for  the  UK. 

The  prediction  came  in  ibe 
latest  edition  of  the  IMF's 
World  Economic  Outlook, 
published  yesterday,  which 
forecast  a deterioration  in 
the  UK’S  external  position, 
made  worse  by  the  pro- 


longed rise  in  sterling-. 

The  IMF  forecast  revises 
down  its  view  of  UK  eco- 
nomic  growth  this  year, 
from  0-9  per  cent  to  0.7  per 
cent,  and  expects  further 
Interest  rate  cubs  by  the 
Bank  of  England,  the  UK 
central  bank. 

The  IMF  said  the  dramatic 
appreciation  in  sterling  over 
the  past  three  years  could  on 

its  own  add  more  than  £25bn 
($40bn>  to  the  UK’s  annual 
deficit. 

The  report  came  the  same 


day  as  a member  of  tbe  Bank 
of  England's  monetary  pol- 
icy committee,  which  sets 
Interest  rates,  railed  for  ster- 
ling to  join  the  European 
single  currency  despite  tbe 
"flaws  and  deficiencies”  in 
the  way  the  European  Cen- 
tral Batik  was  run. 

Willem  Baiter,  an  aca- 
demic economist  who  sits  as 
an  Independent  member  of 
the  committee,  criticised  tbe 
ECB’s  failure  to  hold  itself 
accountable  by  publishing 
the  minutes  and  voting 


records  of  its  ruling  council. 

“If  this  Is  not  remedied. 
the  quality  of  policymaking 
will  be  affected,"  Mr  Baiter 
said.  “This  could  threaten 
the  entire  survival  of  mone- 
tary union." 

The  ECB’s  lack  of  trans- 
parency could  lead  to  the 
central  bank  losing  political 
support  if  it  is  forced  to 
make  unpopular  decisions 
over  monetary  policy. 

Mr  Bui  ter  said  if  necessary 
the  UK  could  act  as  a 
"one-man  transparency 


squad”,  publicising  the 
ECB's  monetary  decision- 
making  process,  if  sterling 
was  a member. 

"Tile re  is  no  statutory 
basis  to  the  secrecy,"  Mr 
Bui  ter  said.  "If  any  council 
member  can  write  down  17 
names,  they  can  reveal  the 
vote.” 

In  a paper  entitled  Mice  in 
Euroland,  Prof  Butter  called 
for  the  size  of  tbe  central 
bank’s  council  to  be  reduced 
and  for  tbe  ECB  to  be  made 
explicitly  responsible  for 


financial  stability  within  the 
euro-zone. 

Analysts  said  Mr  Bui  ter 
and  Bank  colleagues  were 
unlikely  to  be  concerned  by 
figures  showing  Inflation  ris- 
ing above  the  government's 
target  City  economists  said 
the  03  percentage  point  rise 
in  underlying  inflation  to  17 
per  cent  was  a result  of 
excise  duty  increases  on 
motor  fuel  and  tobacco  In 
the  national  Budget 

See  Ctiftortai  Comment 


IT  sector  seeks  an 
image  upgrade  to 
compete  globally 

Computer  workers  are  no  longer  automatically 
seen  as  oddball  science  fiction  fans,  but  there  is 
still  a way  to  go.  Satimam  Sanghera  reports 


In  the  US,  you  are  not  a 
“serious  contender”  unless 
you  are  employing  thou- 
sands, s&ys  Adam  Tvriss, 
half  the  brains  behind  Zeus, 
an  internet  software  com- 
pany started  when  be  was  a 
student  at  Cambridge  Uni- 
versity. “We  are  just  eight 
people  with  big  Ideas.” 

Mr  Twiss  and  Damian 
Reeves  started  Zeus  four 
years  ago.  They  are  now  in 
talks  with  US  venture  capi- 
talists on  the  sale  of  a stake 
that  will  value  the  company 
at  about  £30m  (S48m). 

Zeus,  which  produces  pro- 
grams enabling  companies 
to  ran  web  sites,  could  have 
a market  capitalisation  of 
around  £200m  by  2001  If  its 
current  growth  rate  contin- 
ues. This  will  make  its 
founders  two  of  the  richest 
young  people  in  the  country. 

But  Zeus  is  tiny  when 
compared  to  Yahoo!,  the  US 
internet  service  provider 
Started  by  two  Phd  students. 
It  is  now  worth  around 
£25bn. 

There  is  a big  cultural  and 
economic  gap  between  the 


US  and  the  UK  when  it 
comes  to  IT,  says  Mr  Twiss, 
23.  “The  level  of  computer 
literacy  is  a lot  higher  in  the 
US,  and  In  terms  of  tbe  num- 
ber of  companies  that  uni- 
versities have  set  up  we  lag 
behind  our  American  coun- 
terparts.” 

He  adds  that  the  UK  indus- 
try must  think  of  more  cre- 
ative solutions  and  offer 
graduates  bigger  financial 
incentives  before  it  can  com- 
pete globally.  “Microsoft  has 
millionaires  working  for  it," 
be  notes. 

Attracting  graduates  is  dif- 
ficult 

Commonly  mocked  as 
“nerds”  or  “geeks”,  IT  work- 
ers have  always  had  an 
image  problem.  But  this  per- 
ception is  changing. 

Computer  science  is  the 
second  most  popular  UK  uni- 
versity degree  subject  Appli- 
cations increased  this  year 
by  21  per  cent,  and  the  num- 
ber Of  people  working  In  IT 
has  increased  by  10  per  cent 
in  each  of  the  last  two  years. 
About  800,000  work  in  the 
sector. 


Adam  Turin  (Mt)  and  Damtan  Rwvm,  who  are  to  talks  with  US  vantur*  capttaflats  that  eotfd  wh»  Ihair  company  at  $48m  Asrtey  Ahwood 


The  Increasing  popularity 
of  IT  is  clearly  apparent  in 
Cambridge,  where  Microsoft 
has  based  its  S20m  European 
research  centre  in  collabora- 
tion with  tbe  university.  An 
elite  of  high-salaried  gradu- 
ates and  super-rich  entrepre- 
neurs is  emerging  from  what 
has  become  known  as  “sili- 
con fen”  - after  the  sur- 
rounding low-lying  country- 
side. known  as  the  fenlands. 

Mr  Twiss  recognises  that 
the  image  of  Britain's  IT  sec- 
tor is  changing.  “The  inter- 
net is  helping  to  popularise 
tT  and  will  remove  the  "ano- 
rak factor”  from  computers,” 
he  says.  “It  wSl  eventually 
mean  that  technology  will 
become  cod.” 


Andrew  McNeil,  a com- 
puter science  Phd  student  at 
Trinity  College  agrees.  “The 
biggest  problem  is  that  com- 
puters are  perceived  as  being 
Impersonal  and  IT  workers 
are  seen  as  'geeky*,  single 
men  who  like  science  fiction. 
But  thla  stereotype  will 
change  as  computers  become 
more  popular,"  he  adds. 

But  the  image  wOl  need  to 
improve  exponentially 
before  the  UK  solves  its  mas- 
sive XT  skills  shortage.  Pro- 
fessor Kit  Grindley,  of  the 
London  School  of  Econom- 
ics, has  described  the  short- 
fall as  “a  national  emer- 
gency” and  recent  research 
by  the  LSE  and  Computing 
newspaper  said  85  per  cent 


of  IT  managers  expect 
demands  for  IT  skills  to  rise, 
regardless  of  any  fluctuation 
in  the  economy. 

“There  has  always  been  a 
skills  shortage  in  the  IT 
industry  and  there  will 
always  be.  Trends  show  that 
this  is  the  nature  and  pace  of 
the  industry,”  says  Prof 
Grindley. 

A big  factor  is  the  poor 
representation  of  women. 
They  make  up  around  25  per 
cent  of  the  sector's  work- 
force, down  from  29  per  cent 
In  1994.  Professor  Robin  Mil- 
ner, head  of  Cambridge  Uni- 
versity's computer  labora- 
tory. believes  the  problem  is 
“probably  a genetic  thing 
that  gets  enhanced  by  peer 


group  behaviour.  Males 
seem  to  be  naturally  orien- 
tated towards  things  that 
buzz  and  click”. 

David  Ainscough,  an  IT 
careers  adviser  at  the  uni- 
versity, sees  another  chal- 
lenge for  the  future  as  per- 
suading people  with  non-IT 
education  backgrounds  to 
opt  for  IT  careers. 

"There  is  a great  pressure 
to  go  into  wianagpmenf.  con- 
sultancy or  investment 
hanking,"  he  says.  “The 
industry  tends  to  have  a 
communication  problem.  In 
their  literature  and  presenta- 
tions, IT  employers  can  very 
quickly  fall  into  technical 
jargon  which  Is  off-putting 
for  some  students." 


ANALYSE  YOUR  COMPANY’S  STRENGTHS 
AND  WEAKNESSES 


The  Portfolio  of 
Company  Audits 


The  Portfolio  of 
Marketing  Audits 


Tk*  flortfaflo  of  Company  Audits  provides  a tysmmadc 
approach  co  orrytog  Out  an  audit  of  th®  key  procassa* 
of  m otganhatioa  aflovvjqg  yaa  to; 

♦ khnofy  areas  rim  work  well  and  opportunities 
for  Improve  main 

♦ check  performance  in  afl  areas  against  initial 
pbmiuf  criteria 

♦ measure  where  performance  « improving,  where  h fc 
static  sod  where  it  is  dacHnfeg 

♦ ensure  that  your  oqpnisatian  is  complying  with  U the 
toy  satumry  requirements  <n  «h  particular  fieki 

♦ assist  die  process  of  culture  charge  based  on 
dear  evidence 

♦ increase  the  commitment  of  all  involved  to  the 

process  of  change  by  clear  fctum  objectives 

Written  by  Leading  Management  Consultants 

Andersen  Consulting.  Arthur  D Little*  CranVefd, 

M Consultancy.WoifROCns,  Nonttom  Croup, 

AT  Kearney,  American  Productivity  and  Quality 
Centra,  SRI,  end  the  Technology  Partnership. 


The  twelve  audts  tower 
Business  Strategy 

Produedvky 
Corpora*  Wemky 
Logistics 

Sendee  Management 
Partnerships  and  Atone  es 

JSKN  0 2J3  OBtt  2 


Customer  Satisfaction 
Cost  of  Quality 
Technology  Management 
Environmental  Management 
Corporate  Culture 
Computer  Security  and 
Fraud  Prevention 

£595.00  (MrP  inducted) 


The  Portfolio  of  Marketing  AucHts  is  the  complete 
assessment  guide  to  completing  a strategic  audit  of  critical 
marketing  areas  within  an  organisation,  h enables  you  toe 

♦ measure  and  benchmark  current  performance  across 
tony  areas  of  the  btnlnett 


♦ Identify  opportunities  for  Improved  performance  and 
competitive  advantage 

♦ assess  the  she  of  the  tasks  involved 

♦ cakubte  the  risks  involved  and  make  correct 
strategic  decisions 

Written  by  Leading  Experts 

The  Portfolio  of  MerkedngAudto  has  been  wrtaen  by 
marketing  experts  such  as; 

Michael  Baker  - University  of  Scrathdyde. 

Christopher  Wlest  - Marketing  Inteiflgance  Services, 
Aubrey  Wibon  - Aubrey  Wilson  Associates, 

Norman  Han  - Norman  Hart  Associates. 

Kent  B Monroe  - University  of  Wtaois. 

The  ftttfoffoof  Marketing  Antics  has  been  designed  to 
lead  you  through  > thorough  evaluation  of  your  marketing 
processes,  h covers; 


Mutating  Communications 
The  Advertising  Agency 
Public  Relations 
The  Web  Site 


Brand  Management 
Pricing  Strategy 
Market  Research 
Internet  Market  Research 


Professional  Sendees  Mutating  Franchising 
Customer  Support  Loyalty 

ISBN  0273  43974  9 C4V5.00  (PtP  Included) 


JtaftAPOCAOl 


TO  FIND  OUT  MORE  PLEASE 
CALL  01704  508080  FOR  YOUR  FREE 
INFORMATION  PACK. 


Blair  to  back 
trade  union 
modernisation 


By  Robert  Taylor, 
Employment  Editor 


Tony  Blair,  the  prime 
minister,  will  acknowledge 
that  trade  unions  have  shed 
their  image  of  being  strike- 
prone  and  obstructive  to 
change. 

His  endorsement  of  “new 
unionism”  will  come  at  a 
Trades  Union  Congress  con- 
ference next  month  on  work- 
place partnerships  between 
companies  and  unions. 

Mr  Blair  writes  in  the 
introduction  to  a TUC  report 
to  be  presented  to  the  confer- 
ence: “This  important  new 
Initiative  exemplifies  the 
willingness  of  modern  trade 
unions  to  seek  common 
ground  with  employers,  to 
co-operate  to  solve  shared 
problems  and  to  improve  the 
lives  of  people  at  work.” 

Mr  Blair  has  not  gone  out 
of  his  way  to  say  anything 
enthusiastic  about  trade 
unions  since  coming  to  office 
two  years  ago.  At  a 1996  con- 
ference he  even  appeared  to 
cast  doubt  on  their  willing- 
ness to  change  their  old  atti- 
tudes. But  his  support  for 
the  TUC’s  workplace  part- 
nership suggests  Mr  Blair 
accepts  unions  have  a posi- 
tive part  to  play  In  work- 
place modernisation. 

The  TUG'S  partnership  ini- 


tiative has  also  won  enthusi- 
astic backing  from  many  big 
employers.  Peter  Sutherland, 
co-chairman  of  BP  Amoco; 
Sir  Peter  Bonfield,  British 
Telecommunications  chief 
executive;  Sir  Peter  Middle- 
ton,  Barclays  chairman;  Sir 
Ronald  Hampel,  I Cl  chair- 
man; Ian  Robinson,  Scott ish- 
Power  chief  executive;  and 
Derek  Green,  United  Utilities 
chief  executive,  have 
endorsed  the  scheme.  Adair 
Turner,  director-general  of 
the  Confederation  of  British 
Industry,  the  employers' 
lobby,  has  agreed  to  address 
the  partnership  conference. 

In  its  report  the  TUC  high- 
lights a number  of  case 
studies  of  successful  compa- 
ny-union partnerships. 
These  include  Tesco,  the 
retail  chain;  British  Gas 
Trading;  National  Power; 
Unisys,  the  information  tech- 
nology services  company; 
United  Distillers;  Legal  and 
General  and  Alstom  Gas 
Turbines. 

John  Monks.  TUC  general 
secretary,  said  the  trade 
union  commitment  to  part- 
nership with  companies 
reflects  “a  significant  policy 
shift"  that  has  taken  place  ] 
since  Labour's  election  vic- 
tory. He  writes  of  “a  balance 
between  fairness  and  flexi- 
bility”. 


School  sells  Gainsborough 

One  of  Gainsborough's  most  Important  portraits,  of  the 
Byam  family,  is  to  be  auctioned  at  Christie’s  in  London  on 
June  10.  It  could  sen  for  £5m  ($8m),  easily  a record!  for  a 
work  by  the  78th  century  British  artist  The  painting  is 
being  sold  by  Marlborough  College,  a top  private  school, 
which  received  it  as  a gift  in  1955  from  a descendant  of 
the  Byim  family  who  lived  in  the  town,  in  south-west 
England.  The  cost  of  insuring,  securing  and  maintaining 
the  painting  is  high  and  the  school  is  to  use  the  money 
from  the  sate  to  buRd  an  arts  performance  centre  and 
swfmrtfng  pod.  Marlborough  was  keen  that  the  painting 
shoidcj  be  acquired  by  a public  collection  in  the  UK.  Some 
gaJteriesjwpressed  an  Interest  but  the  price  was  too  high. 
Antony  Thomcroft,  London 


TOURISM  THE  UK’S  BEST-KNOWN  ENTREPRENEUR  PLANS  TO  OFFER  FLIGHTS  TO  SPACE 


0 


Kyaerner  to  meet  Swan 
Hunter  over  shipyard  sale 

Swan  Hunter,  the  Dutch-owned  shipyard  in  north-east 
EndancLsald  yesterday  it  was  working  on  a scheme  to 
buy “the  Govan  yard  in  Scotland,  put  up  for  sate  test  week 
by  Kvaemer.  It  expects  to  meet  the  Angio-Norwegian  corn- 
pany  in  the  next  two  days.  Norman  BushfHf,  Swan  Hunters 
' racial  director,  said  its  plan  was  to  buy  Kvaemer 
i.  in  the  city  of  Glasgow,  as  part  of  a consortium  of 
Dutch  and  two  British  companies,  which  he  did  not 
identify.  It  would  use  Govan  to  bidkf  ships  and  “surround  it 
with  either  activities  that  complement  our  operation"  in  the 
norttpeast  Jaap  Kroese,  the  Netherlands  businessman 
wturpought  Swan  Hunter  in  11K? 5.  and  other  Swan  Hunter 
executives  last  week  met  the  taskforce  set  up  by  the  UK 
government  to  try  to  find  a buyer  for  both  Kvaemer  Govan 
and  the  Kvaemer  Energy  engineering  plant  He  would  not 
say  how  many  of  the  1,200  jobs  at  Govan  were  likely  to  be 
saved.  Swan  Hunter  has  qualified  as  a potential  bidder  for 
Ministry  of  Defence  contracts  for  two  new  tending  ships. 

The  taskforce  has  met  executives  of  British  Aerospace, 
which. is  in  the  process  of  buying  the  shipbuilding  interests 
of  GEC.  But  BAe  is  not  thought  to  be  interested  in  buying 
Govan.  Jamas  Buxton,  Edinburgh 

M0DIBED  J^OODS 

Science  chief  urges  caution 

Sir  Robert  May,  the  UK  chief  scientific  adviser,  yesterday 
warned  MPs  that  the  development  of  genetically  modified 
agriculture  should  not  be  left  to  commercial  interests 
atone,  “f  do  not  believe  that  w hat  Is  good  for  Monsanto  te 
good  for  the  world, ” he  said  in  evidence  to  the  environ- 
mental audit  committee.  GM  crops  potentially  offer  envi- 
ronmental benefits  and  increased  crop  yields.  But  harness- 
ing the  technology  for  the  benefit  of  the  environment  or 
developing  countries  would  not  always  offer  immediate 
commercial  returns,  he  said,  ft  was  crucial  for  the  UK  to 
remain  a leading  player  if  it  was  to  influence  the  interna- 
tional development  of  GM  technology.  Sir  Robert  was  also 
confident  about  the  UK  regulatory  process.  “1  don't  worry 
about  our  regulatory  regime,  which  is  as  good  as  any  I 
know,”  he  said.  He  added  that  the  industry  was  as  con- 
cerned as  the  government  about  safety.  "Their  economic 
interest  is  most  surely  not  to  violate  safety  concerns,"  he 
said.  Vanessa  Houfder,  London 


BBC 

US  venture  exceeds  targets 

BBC  America,  launched  a year  ago  as  part  of  the  BBC’s 
$565m  Joint  venture  with  Discovery  Communications,  the 
US  cable  television  company,  has  exceeded  targets  and  is 
now  available  to  9m  US  homes,  it  was  announced  yester- 
day. The  BBC  said  its  US  channel,  which  shows  BBC 
entertainment  and  drama,  was  received  by  4m  more  US 
homes  than  expected.  The  BBC  also  estimated  that  it  and 
Its  US  partner  had  spent  $58m  - 10  to  15  per  cent  more, 
than  planned  - on  joint  programming.  Discovery  invested 
SlOOm  in  BBC  America  and  $195m  in  other  joint  venture 
channels  around  tire  world.  John  Hendricks  - founder, 
chairman  and  chief  executive  officer  of  Discovery  - 
warned  that  television  companies  must  “think  globally”  but 
“act  locally".  He  said  TV  programming  “has  to  represent 
•the  Interests^-of  particular  markets  as  opposed  to  the 
"global  cultural  impact”  of  Hollywood 
Discovery  and  the  BBC  said  their  joint y anture.-channete-  ^ 
were  now  distributed  to  74.4m  homes  around  tire  world. 
The  BBC  has  benefited  from  the  venture  by  gaining  more 
revenue  from  the  broader  distribution  of  programmes 
around  the  world,  as  well  as  cash  from  advertising  on  the 
new  channels.  Cathy  Newman,  London 


CONSERVATIVE  PARTY 

Limits  placed  on  free  market 

WHifeun  Hague,  leader  of  the  opposition  Conservative 
party,  last  night  fleshed  out  his  concept  of  “caring  Conser- 
vatism" and  made  dear  that  he  had  ditched  the  idea  that 
the  state  health  service  and  education  system  should  be 
reconstructed  according  to  free  market  principles.  Mr 
Hague  also  committed  the  party  to  loading  the  disparate 
groups  oppgsed  to  sterling's  membership  of  the  European 
angle  currency. 

Mr  Hague?  was  speaking  at  a dinner  marking  the  20th 
anniversarytof  Baroness  Thatcher's  1979  national  election 
victory,  which  marked  the  dawn  of  a decade  of  sweeping 
market  IfoeraUsation.  “It  is  a great  mistake  to  think  that  an 
Conservatives  have  to  offer  is  solutions  based  on  free 
markets,”  Mr  Hague  said.  Instead  the  party  should  cham- 
pion "a  real  transfer  of  power  away  from  [government 
departments  In]  Whitehall  to  schools  and  hospitals, 
patients  a$d  parents".  Robert  Poston,  London 


ART  AUCTION 


Virgin  territory  beckons  Branson 


Richard  Branson,  head  of 
Virgin  grain,  is  boldly  going 
where  so  UK  entrepreneur 
has  gone  before.  Robert 
Pestan  writes.  The  nation’s 
best-known  businessman  is 
planning  to  offer  flights  to 
outer  space  and  has 
registered  Virgin  Galactic 

Airways  as  a company. 

Virgin  has  established  a 
three-strong  team  to  develop 
the  space  tourism  business. 
The  ambition  is  to  after 
flights,  costing  $60,000,  from 
2097. 

“Five  years  ago  it  would 
have  been  unthinkable  to 
seriously  discuss  the  subject 
of  space  tourism,”  Mr 
Branson  said.  "But  now  It  Is 
very  hard  to  find  anyone  in 


the  aviation  community  who 
still  refuses  to  take  it 
seriously.” 

His  vision  is  to  offer  a 
week’s  holiday  for  the 
well-heeled  to  live  out  their 
adolescent  fantasies.  In  a 
fusion  of  the  Righi  Stuff  and 
Star  Trek,  vacationers  would 
travel  to  a desert  area  where 
they  would  spend  a week 
learning  to  use  a space  suit 
and  coping  with 


They  would  then  enjoy  a 
two-hour  space  flight,  during 
which  they  would  "go  into 
the  darkness  of  space”,  see 
the  earth's  curvature  and 
float  around  the  cabin. 

- Market  research  indicates 
there  are  200,000  people 


willing  to  pay  up  to  £100,000 
to  experience  space  flight, 
according  to  Will  Whitehom, 
Virgin's  director  of  - 
communications.  Most 
wannabe  Captain  Kirks  were 
in  the  US  and  Japan.  “The 
Japanese  seem  particularly 
keen,”  he  added. 

Whitehom  is  part  of 
■terrestrial  service 
mt  team,  together 
Peter  Evans,  operations 
director  erf  Virgin  Atlantic, 
and  Roy  Gardener,  the 
airline’s  engineering  chief  * 
executive. 

They  are  travelling  around 
North  America  looking  at 
private  schemes  developing 
a reusable  rocket  “There  are 
about  a dozen  projects  we 


have  looked  at"  said  Mr 
Whitehom.  “Within,  two 
years  there  will  be  a credible 
reusable  project  under  way”, 
he  said. 

He  is  particularly 
interested  in  the  Rotary 
Rocket  Company,  which  has 
invested  530m  in  the  Roton 
space  shuttle,  a 
revolutionary  space  vehicle 
powered  by  propellers.  Mr 
Whitehom  is  visiting  it  In 
California  neat  month. 

Virgin  aims  to  invest  in  one 
of  these  projects  or  strike  a 

deal  with  one  to  market  the 
tourism  potential 
•Tbe  primary  aim  of  most 

of  these  projects  is  to  came 
up  with  a cut-price  vehicle 
for  launching  satellites. 
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Competition  m 
for  a shake-up 

W The  service  sector  is  likely  to  be  targeted  as  a new 
source  of  entries  in  a review  of  the  scheme  now  taking 
place,  says  Kevin  Brown 


If  the  Queen’s  Awards  was  a 
company,  it  would  be  ripe 
for  a hostile  predator.  After 
33  years,  the  scheme  is 
clearly  in  need  of  a dramatic 
shake-up.  Fortunately,  that 
is  precisely  what  it  is  about 


export  achievement  on  the 
back  of  rising  overseas  sales. 

Within  the  overall  figures, 
is  another  discouraging 
development.  Although  the 
biggest  decline  is  In  applies- 
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There  were  just  765  appli- 

Queen's  Awards  1966-99 

cations  for  awards  this  year, 

Year 

AppOcants 

Awarts 

Success 

down  more  than  a third  on 
last  year,  and  nearly  1,000 

115 

W 

below  the  level  two  years 

19SB 

1,008 

11A 

ago.  Only  101  were  success- 

1967 

1,621 

65' 

52 

fuL  down  nearly  a quarter 

1968 

1,200 

as 

7JD 

on  1998  and  42  per  cent  from 

1969 

1,115 

to 

U 

the  1990  record  of  175. 

1970 

1,374 

104 

7J5 

While  the  wide  of  range 

1871 

1,450 

110 

7 £ 

Mut t targets 


tty  and  innovative  nature  of 
their  products,  demonstrates 
the  continuing  strength  of 
UK  exports,  the  level  of 
applications  was  at  an 
all-time  low  and  the  number 
of  awards  is  the  lowest  since 
1975.  That  is  not  alL  The 
number  of  small  companies 
applying  is  rising,  and  the 
number  of  big  ones  falling. 

No-one  really  knows  why 
this  is  happening,  bnt  the 
results  are  dear:  70  per  cent 
of  awards  have  gone  to  com- 
panies with  fewer  than  200 
employees,  and  Britain's  big- 
gest big  companies  are 
noticeable  mainly  by  their 
absence. 

British  Aerospace's  Airbus 
operations  are  there,  along 
with,  several'  subsidiaries  of 
companies,  such  as  Zeneca 
.Agrochemicals,  Glaxo 
'Research  and  Development, 
Alstom  Energy,  and  PiBring- 
ton  Mlcronics.  Bnt  there  are- 
no  car  companies  tins  year, 
and  few  household  names 
with  the  possible  exception 
of  the  Financial  Times, 
which  wins  an  award  for 


,i9K-:  . -n7»  7 ..1M  ’ 

199B  yijHitf.-.ia 
71997-  :_T,72*13*  - 
■3MB- - W- 

,'1999  . 7W-  10t  1: 

Soma*  nm  Oemi  MmiMOB&IT 


Hnns  for  export  award, 
down  from  1,300  two  years 
ago  to  520,  interest  in  the 
technology  and  environmen- 
tal awards  is  also  falling. 

Only  263  companies 
applied  for  the  technology 
award,  compared  with  386 
nine  years  ago.  And  the 
■ environmental  award,  intro- 
duced in  1993  to  rekindle 
interest  In  the  scheme, 
attracted  only  82  applica- 
tions, compared  with  240  in 
its  first  year. 

The  number  of  awards  in 
the  two  sections  has  col- 
lapsed, too.  suggesting  that 
quality  remains  a problem. 
Only  14  companies  get  the 
technology  award  this  year, 
compared  with  49  in  1990. 
Five  win  the  environmental 
award,  up  one  cm  last  year, 
hut  down  from  12  in  1993. 

It  is  not  dear  why  so 
many  companies  have- lost 
interest  in  the  scheme.  Some 
mentioned  the  high  level  of 
sterling  in  their  applications, 
others  referred  to  difficulties 
inoverseas  markets. 

To  win  the  export  award, 
companies  must  demon- 
strate a “substantial  and 
sustained  increase  In  export 
timings  over  three  consecu- 
tive 12-mouth  periods." 

Officials  insist  that  the 
quality  of  applications 
remains  high.  But  it  is 
dearly  getting  easier  to  win 
what  was  once  Britain's 
most  prestigious  award  to 
industry. 

. Companies  applying  this 
year  had  a 13 .2  per  cent 
chance  of  success,  double 
the  prospects  of  applicants 
in.  1978,  the  peak  year  for 
applications,  when  1,860 
companies  sought  the  award 


Number  of  awarts 
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and  only  124  received  it 

The  success  rate  this  year 
was  higher  than  at  any  time 
since  1991,  and  well  above 
the  average  level  for  the  first 
two  decades  of  the  award. 

Against  this  background, 
it  would  be  hard  to  argue 
that  the  awards  system  is 
not  in  crisis.  The  numbers 
illustrate  why  Tony  Blair, 


the  prime  minister,  decided 
in  December  that  a thor- 
oughgoing review  was  essen- 
tial Consultation  on  the 
review,  the  first  for  24  years, 
closed  this  month.  The 
inquiry  committee,  chaired 
by  the  Prince  of  Wales,  is 
expected  to  report  in  time 
for  fundamental  changes  in 
the  scheme  next  year. 


Officials  say  it  is  too  early 
to  speculate  on  the  commit- 
tee's recommendations,  hut 
it  is  known  to  be  considering 
broadening  the  awards, 
changing  the  name  - only 
the  royal  reference  is  sacro- 
sanct - and  raising  the  con- 
sumer profile. 

The  export  award  is  likely 
to  be  changed  to  attract 


more  applications,  from  ser-  ] 
vices  companies  in  sectors 
such  as  tourism  and  bank-  ' 
ing,  perhaps  by  relaxing 
rules  on  qualifying  exports. 

Another  idea  is  a higher 
profile  awards  ceremony 
instead  of  the  existing  pre- 
sentation by  county  lords 
lieutenant  The  committee  is 
aim  considering  retaining  an 
export  award  for  smaller 
businesses  along  largely 
unchanged  lines,  while 
Introducing  an  award  based 
on  global  market  share  for 
larger  businesses. 

There  will  be  changes  to 
the  technology  and  environ- 
mental awards,  too.  Both  are 
likely  to  be  broadened  to 
include,  for  example,  process 
innovation  and  environmen- 
tal management  alongside 
new  products.  The  applica- 
tions process  is  also  being 
reviewed  to  see  if  it  can  be 
simplified. 

It  is  not  all  gloom  and 
doom.  The  awards  for  tech- 
nological achievement  sug- 
gest that  Britain  remains 
capable  of  outstanding  inno- 
vation - one  of  the  key 
objectives  of  the  trade  and 
industry  department's  com- 
petitiveness White  Paper, 
published  last  year. 

Notable  award  winners 
include  Brunton's  Propel- 
lers, of  Clacton-on-Sea,  for 
the  development  of  an  auto- 
. matte  variable  pitch  marine 


propeller  which  alters  its  set- 
tings to  suit  the  operating 
conditions  of  the  vessel  on 
which  it  is  mounted. 

The  Technology  Partner- 
ship. of  Royston,  Hertford- 
shire, gets  the  award  for  its 
development  of  a system 
that  can  detect  dangerous 
bacteria  such  as  e-coli  and 
Cryptosporidium  in  minutes 
rather  than  the  days 
required  by  testing  equip- 
ment currently  available. 

Digital  Engineering,  a Bel- 
fast manufacturer  of  ancil- 
lary telecoms  equipment,  is 
one  of  only  two  companies  to 
win  awards  in  the  technol- 
ogy and  export  categories. 
The  other  is  Snell  & Wilcox, 
of  Petersfield.  Hampshire, 
which  makes  broadcasting 
and  telecom  equipment. 

There  is  a range  of  win- 
ners from  around  the  UK, 
Inputting  12  from  Scotland, 
four  from  Northern  Ireland 
and  four  from  Wales.  In 
England,  there  is  a notable 
concentration  of  awards  in 
the  three  southern  counties 
of  Hampshire.  Dorset  and 
Wiltshire,  which  clock  up  12 
between  them. 

At  the  present  rate  of 
decline,  however,  applica- 
tions for  the  awards  would 
have  virtually  disappeared 
. not  far  into  the  millennium 

• - hardly  the  message  Mr 
. Blair’s  government  wants  to 

* send  to  the  world. 
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AWARD  WINNING 
^TECHNOLOGY  IN  ENERGY 

1 % 

* IN  ALSTOM.  WE  ARE  COMMITTED  TO  A SUSTAINED 
k PROGRAMME  OF  INVESTMENT  IN  RESEARCH  AND 
Bk  DEVELOPMENT.  THIS  ENSURES  CONTINUOUS 
SB  IMPROVEMENT  IN  THE  QUALITY  AND  PERFORMANCE  OF 

gUlBk  ' OUR  PRODUCTS  AND  S0W1CES. 

THROUGH  THIS  INVESTMENT,  WE  HAVE  CREATED  A 
' NEW  GENERATION  OF  TURBINE  BLADES  WHICH 

I'WNjLMi  SUBSTANTIALLY  IMPROVES  THE  PERFORMANCE  OF 
t f f EXISTING  POWER  PLANT,  INCREASING  OUTPUT 

t'T-  AH  AND  SAVING  FUEL  THESE  BLADES  ARE  AMONGST 

JL  IMS  MOST  ADVANCED  OF  THEIR  KIND  IN  THE 

|sj  WORLD  MID  HAVE  BEEN  RECOGNISED  AS  SUCH 

gY  THE  ‘QUEEN'S  AWARD  FOR  TECHNOLOGICAL 
ACHIEVEMENT.  THEY  HAVE  AUtEADY  BEEN 
SUCCESSFULLY  INSTALLED 
yPgS  IN  PROJECTS  IN  THE  UK. 

AND  INTERNATIONALLY  . 

WmBB-  BOOSTING  EFFICIENCY  AND 
EXTENDING  THE  LIFE  OF 
Warnfm  THE  POWH1  STATIONS. 

aIsTOM,  PROVIDING  SU0&AL  SOLUTIONS  IN  ENERGY. 


SUPA  International 
Winner  of 


1999 


The  Queen’s  Award 
for  Export  Achievement 

1999 


Health  Care  without  frontiers , providing  Excellence 
in  International  Healthcare  for  individuals  and 

companies. 


For  more  information  please  telephone 
+44  (0)  1273  208181 
or  www.bupa-intl.com 
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ALSTOM  Steam  Turbines 
7 ’ Newbol.d  Roadr  Rugby,  Warwickshire  CV21  2NH 

Tel-  (017*8?  5771 -1  Fa^:  CO^BBJ  531700  www:eDergv.alstom.com 


A world  of  experience  in  health  care, 


Lsft  to  right:  Nick  Brown,  managing  director  of  fflkwax,  ctemonstrates  waterproofing  on  a steeping  bag;  Prttchttt  Foods’  icecream;  and  AcceSS7  system  hardware  from  Hewlett-Packard's  ' Scorns  division  in  Scotian! 


Name 

Aggreko  UK  - Manufacturing 


flkos  Healthcare  Group 


Location 

Dunbarton,  West  Dunbartonshire, 
Scotland 

St  Albans,  Hertfordshire 


Goods  and  services  exported 

Generators  and  afl  free  air  compressors 


Name 

Holton  Machinery 


Location 

Bounemautti 


rice&  exported  'f 
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Alien  & Overy 

Beantow  & Mams  (Adhesives) 
Bettoek  Pottery 


British  Aerospace  Airbus 


London  EC4 

Milton  Keynes 
BeUeek,  County  Fermanagh, 
Northern  Ireland 
ratal,  Bristol 


International  healthcare  consultancy  and 
contract  services 

Legal  services 

Hot  melt  adhesives 
Parian  china  giftware 


John  Horsfall  & Sons  (GreeUand) 
Hutfmaite  International 

Hydrovlgon 

IAJ  fntema-ional 
llmor  Engineering 


Halifax,  Cakterdaie 

Rotherham 

Dvce,  Aberdeen  Scotland 

London  EC4 

Brtxivoilh,  Northamptonshire 


BIPA  Interned]  onal 
C«P  Print  S Packaging 
Cambrian  Consultants 


Brighton,  Brighton  & Hove 
Corby,  Northamptonshire 
Usk,  Monmouthshire,  Wales 


Cambridge  Pharma  Consultancy 


Cambridge,  Cambridgeshire 


Caterpillar  (U.K.)  (TeJehandler  Division) 
H Chariesworth  5 Co 
t/a  The  Chariesworth  Group 
Cotortrac 

Compugraphtcs  International 
Corney  & Barrow  (Broker  Services) 
Crambeth  Allen  Publishing 


Destord,  Leicestershire 
Huddersfield,  KlrWees 


Huntingdon,  Cambridgeshire 
Benrotfies,  Fife,  Scotland 
London  ECI 

Craven  Arms,  Shropshire 

Wmtafle,  Oxfordshire 

Enfield,  Greater  London 


Digital  Engineering 


Mai  tusk,  Belfast,  Northern  Ireland 


Dorset  Cereals 
□ruck 


Dorchester,  Dorset 
©toby,  Leicastershire 


Durham  Associates  Group 


Edinburgh  Business  School 
Element  Communications 
Elmar  Services 


Castle  Eden,  County  Durham 
Sheffield 

tanburgh,  Scotland 
Shaftesbury,  Dorset 
Aberdeen,  Scotland 


Equisys 

EuroRnance  Conferences 


London  SB 
London  EC3 


Euromoney  Publications 


Evans  & Sutherland  Computer 

Financial  Times 

Fine  Fragrances  & Cosmetics 


London  EC4 
Horsham,  West  Sussex 


Hampton,  Richmond-upon-Thames, 
Greater  London 


Airbus  airliner  wing  design  and 
manufacture 

Private  medical  insurance 

Flexographic  printing  of  packaging  Items 
Geoscience,  engineering,  training  and 
software  expertise  to  the  oil  and  gas 
industry 

international  management  consultancy  to 
the  pharmaceutical  industry 
Tetehandlere 

Typesetting  and  printing  of  scientific 
Journals 

Large  format  digital  colour  scanners 
Photomasks  for  the  semiconductor  industry 
Fine  and  rare  wines 
Technical  periodicals 

Crystal  growth  equipment 

Communications  and  networking  software 
products  and  software  engineering 
services 

Apparatus  lor  developing  and  testing  of 
telecommunications  equipment 
Breakfast  cereals 

Electronic  pressure  measurement  devices, 
pressure  calibrators  and  aircraft  ground 
support  equipment 
Training  in  business  administration 

Catalysts  and  ceramic  materials 

MBA  distance  tearing  courses 
Sale  of  books  and  intellectual  rights 
Design,  manufactae  and  rental  of  oilfield 
equipment 

Zetafax  corporate  fax  software 
Conference,  exhibition  and  training  course 
organisers  in  international  cash  and 
treasury  management 
Financial  publishers  and  conference 
organisers 

Visual  flight  simulators  

Newspaper  publishing  and  advertising 
Toiletries  and  cosmetics 


Innovative  Technology 
innovative  Tooling  Solutions. 
a division  oi  Forth  Tool  and  VaJve 
London  City  Airport 
Lowe  Refrigeration  Company 


Oldham 

Glenrothes,  Fife,  Scotland 


Airitoe blankets-' ■:*  . f.v 

Sates  aid  management  training  consultancy.;'.-  - , 

Investment  raaragement " v-‘ vs*--' 
CART  and  FdmwfaiOrie'Bercedes-Benz  V.-; 
racing  engines  -'•>  fc-V 

Banknote  vaHdation. equipment  - : 

Spedafised  machine  tooting  for  controfed 


London  E16 
Carryduff.  Q 


Casflereagh,  Northern  Ireland 


M4  Data 

The  Macallan  Distillers 
MacDuff  Shellfish  (Scotland) 

McCormick  Europe,  Condiment  Division 
Motorola  GSM  Systems  Division 
Owen  Mum  lord  Medical  Division 


Craigellachie.  Morey,  Scotland 
MacDuff,  Aberdeenshire,  Scotland 
Paisley,  Renfrewshire,  Scotland 
Swindon 

Woodstock,  Oxfordshire 


Airport  services  

Renta  and  sale  of  refrigerated  display  and 
storage  equtoment  . 

Datastorage  devices 
Tfightatd  malt  Scotehwtifeky 1 
Finish and. frozen sbetifisfr  . 

CondUnento  and  seasonings 
CeBular  racfio  telephone  equipment  . 
StBrife  medical  (Ssposables  for  capiBsy 
blood  sampfing  aid  delivery  systems  for  ; 
setr-admWstration  of  injectable 


Norton  Rose 

Partridge  Films, 

a division  of  HTV 

Penny  & Giles  Drives  Technology 


Wadhuret,  East ! 
London  EC3 


Waterproofing  preparations  for  footwear, . . . 
doming,  outdoor  and  equestrian  equipment  ' 
Lena]  servtcas  • - 


Christchurch,  Dorset 


Pilkington  Micronics 
Powder  Systems 


Deeside,  Fflntstere,  wales 
Liverpool 


LE-Pritchitt  & Co,  t/a  Pritcttftt  Foods 

Hig  Design  Services  

Scherer  DDS,  Zydis  Division 


Bromley,  Greater  London 

London Wl 

Swtaton 


Swindon 


Sea  Air  & Land  Forwarding 
Snell  & Wilcox 


London  NW10 
Petersfleld,  Hampshire 


Software  2000 
Sonardyne  International 


Sandford-on-Thames,  Oxfordshire 

Yateley,  Hampshire 


Specialist  Refractory  Services 
Stannah  Stairlifls 
Charles  F.  Stead  & Co 
Svitzer 


GAG  (UK) 


GE  Aircraft  Engine  Services 
GEW  (EC) 


London  W6 
RedNB,  Surrey 


Getiy  Connections 


Cairickfergus,  Northern  Ireland 


Gienmorangte 
Suralp  System 


Heafric,  a tfivtskm  of  Meggrtt  (IRQ 
Hill  Price  Davison 


Broxburn,  West  Lothian,  Scotland 
Akfermaston,  WBSt  Berkshire 
Redditeh,  Worcestershire 
Poole 


London  SWi  5 


Aerosols  for  parties,  celebrations  aid 
decoration 

RepaT  and  overhaul  of  aircraft  engines 
uttra-vtotet  curing  equpment  for  printing 
machines 

Cable  assemblies  and  general 
equipment  wire 

Malt  and  blended  Scotch  whisky 

Seismometers 

Specialist  forgings 

Highly  compact  printed  circuit  heat 

exchangers  (PCHEs) 

Computer  software  and  services 


Hdtfings,  Derbyshire 
Andover,  Hampshire 
Leeds 

Great  Yarmouth,  Norfolk 


Technical  Absorbents 
Thermatool  Europe 


Grimsby,  North  East  Ltocoinshire 
Basingstoke,  Hampsitire 


Trans  Eure 


London  NW1D 


UK  Project  Support 

University  of  Manchester  Institute  of 

Science  and  Technology  (UM1ST) 

Walkers  Shortbread 

Woods  Air  Movement 


Manchester 


Bedronic  motor  controflers  for  invalid  ; 
wheelchairs  anti  electric  scooters 
Processed  glass  ta  data  stores  and  dspiay 
Pharmaceutical  processing  equlpmenVUgh 
containment  and  product  protection  . 

systems  for  pharmaceuticals 
Dairy  and  dairy  alternative  products 
Engineering  and  design  services 

-dispersing  tablets  tor  prescription  ~ 
pharmaceuticals 

Battery  sepaator  components  and  ffltratkHv 
products 

General  merchanting  and  freight  forwanfing 
Equipment  for  broadcast  television  states,, 
multimedia  and  telecommunications 

Computer  software  

Underwater  acoustic  navigation  posttionfog  , 
and  telemetry  equipment 
Refractory  mould  materials 
Bectrtcatiy  powered  statrltfts 
High-quality  suede  leather  for  the  shoe  trade . 
Seabed  and  sub-seabed  surveys  tor  the  oil  - 
and  gas  and  communications  industries 
Man-made  superabsorbent  fibre 
High  frequency  welding  and  ameafing 
equipment  and  high-speed  shears 
Global  move  management,  worldwide 
corporate  relocation  services,  fire-safe 
secure  storage  and  freight  forwarding 
Specialist  technical  contract  personrieT 
Research,  teaching  aid  technology  transfer 


Aberiotfr-on-Spey,  Moray, 
Colchester,  Essex 


Shortbread 

Mechanical  ventilation  equipment 


THE  TECHNOLOGY  PARTNERSHIP 
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The  Technology  Partnership 
innovates 


We  owe  our  success  to  our  staff. 


We  are  recruiting  now.  If  you  are  an 
engineer  or  scientist  of  whatever  flavour, 
call  us  or  visit  our  web  site. 


The  Personnel  Team,  The  Technology  Partnership  pic 
Melboum,  Royston,  Herts  SG8  6EE. 

Tel:  01763  262626.  Fiax:  01763  261675.  www.ttpgroup.co.uk 


Clever  Science 

for  Your  Benefit 


Akos  Healthcare  Group  Ltd 


os 

Queen's  award 
for 

Export  Achievement 

1999 


<$> 


We  wish  to  thank  all  our  staff  and 
clients  for  their  continued  support  which 
has  made  our  success  possible. 


Crown  House.  47-49  High  Street,  Redboum. 

Si  Albans,  Herrs  AL3  7LW 
Tel:  +44 1582  793793  Fax:  +44 1582  794396 
e-mail:  group®akos.co.uk 
www:  h tt  pc// www.akos.co.uk 


1 J Synetix 


Catalyst  Science 


Winners  of  the  Queen's  Award  for 
Environmental  Achievement  1999. 


Slew b 

UmtMKngdom 
W -4*011643  533343 
Fa*  » 44(01 1642  523542 
E-fl«4  synetaAacan 


www.synetix.com 


A memoer  at  me  1CI  Group 


CORNEY  & BARROW 
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Corney  & Barrow 
(Broker  Services)  Limited 

Wfe  are  enormouslypitrad  to  receive  our  second 
Queen’s  Award  for  Ejqroit  Aduevementfor  the  sale  of 

fine  and  rare  wines  worldwide.  We  would  like  to  thank 

allour  customers  for  their  continued  support  which 
has  made  this  possible  for  the  second  consecutive  year. 


Td  (oo  44)  (0)171 151 4051 
Fax  (00  44)  (0)171 608  2234 
e-mail  daredjiirke@corfaarxo.uk 


YES  we  are  g<^dmark  enough! 


+Ltd-  r?rt  0fihe  G°odmark  pic  group,  is  honoured  for  it's 


exports  of  quality  party  and  celebration  aerosol  products 
^rt'heir  support. thank  ^ declicated  staff  and  customers  Worldwide 


‘Good  People  Are  The  Mark  Of  A Good  Company’ 


SAC  (UK)  lid,  56  U.intamam  Park.  C\wbran.  South  Wales  NP44  SAW  Tel:  01653  861411  Fa>: 


01533  S3S306 
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an  earthquake  drift:  Guralp  Systems'  equpment  helps  detect  and  monitor  earth  tremors 


PROFILE 

CANSUM  GURALP 

Making  waves 

Sales  of  the  company's  earthquake 
monitoring  equipment  are  going  from 
strength  to  strength 


Cansum  Guralp,  whose 
company  has  won  a 
Queen’s  Award  for  export 
knows  all  about  making 
waves.  He  makes  advanced 
seismic  detectors  for 
monitoring  earthquakes 
under  the  sea  and  on  land. 

GQralp  Systems  is  a . 
natural  candidate  for  an 
export  award:  the  UK 
accounts  for  less  than  1 per 
cent  of  sales.  More  than  40 
countries  use  Guralp's 
sensors  but  the  largest 
markets  are  the  US,  with  44 
per  cent  of  sales,  Japan  with 
20  per  cent,  Europe  with  16 
per  cent  and  South  America 
with  5 per  cent 

The  company  was 
founded  in  1985  In  Mr 
GOralp’s  bedroom  in 
Swallowfield,  near  Reading. 

It  eventually  graduated  to  his 
garage  and  then  to  its 
current  premises  in 
Aidermaston,  where  it  has 
spread  out  into  three  units. 

Mr  GuraJp,  managing 
director,  says:  "I  saw  people 
needed  high  quality 
information  to  understand 


the  inside  of  the  earth. 
Historically,  all  seismologists 

made  their  own  

instruments." 

He  moved  to  the  UK  from 
Ankara,  Turkey,  in  1970.  He 
studied  at  Reading 
University  and  earned  his 
doctorate  in  the  cybernetics 
department  there. 

Funding  for  the  company 
was  provided  from  his 
father.  Mr  GGraJp  believes 
the  fact  that  it  was  privately 
financed  meant  it  was  not  at 
the  mercy  of  institutions  or 
government  agencies  and 
was  allowed  the  freedom  to 
develop  in  the  formative 
■stages  when  it  can  take  time 
j for  a young  company's  true 
aims  to  be  established.  The 
company  did  not  show  a 
profit  for  about  the  first  five 
years,  Mr  GOraJp  says. 

In  the  past  three  years 
GQralp  Systems’  sales  have 
almost  doubted  to  £2. 06m 
and  the  number  of  people  it 
employs  has  risen  from  12 
to  31. 

All  research  is  stifl  funded 
internally.  “We  make  the 


instruments  we  think  Che 
seismologists  need  and  wb 
hit  the  boundaries  that  we 
think  not  everyone  will  be 
able  to  achieve."  In  such  a 
specialised  market,  Mr 
GQralp  believes  his  only  real 
competitors  are  a company 
in  the  US  and  one  in 
Switzerland. 

The  company  has 
equipped  the  US  National 
Seismometer  Network  and 
the  Canadian  Seismometer 
Network,  thus  covering  the 
whole  of  North  America.  It 
has  achieved  similar  success 
in  Japan,  it  also  makes 
ocean-bottom  seismometers 
to  detect  distant  quakes  in 
the  seabed  to  monitor  for 
tidal  waves. 

Most  of  the  company's 
sales  are  to  universities  and 
government  institutions  but, 
in  a project  with  Princeton 
University,  the  company 
designed  an  Instrument  for 
use  in  US  high  schools  as  a 
teaching  aid  which  can  be 
hooked  up  to  a personal 
computer. 

The  company  also  designs 
and  makes  instruments  that 
go  into  boreholes  where 
they  are  doeer  to  the  action. 

It  is  working  on  a scheme  in  , 
Japan  called  the  Japan 
Trench  Project  where  an  i 
instrument  wffl  be  placed  ; 
down  a borehole  1km  below  | 
the  ocean  floor. 

The  project  is  funded  by 
Tokyo  University.  The 
borehole  is  expected  to  be 
drilled  towards  the  end  of 
theyear. 

In  a contract  with  the 


University  of  California  and 
Lob  Angeles,  GQralp 
Systems  is  now  bringing  its 
14  years  of  terrestrial 
experience  to  bear  on 
designing  a prototype 

seismometer  for  use  on 
Mars. 

Its  sanative  components 
need  to  be  designed  to 
withstand  the  launch  and  a 
hard  landing  but  Mr  GQralp 
hopes  to  be  able  to  deliver  it 
for  preliminary  testing  In 
j July. 

He  says  the  company  is 
currently  researching  into  an 
"ultimate  Instrument"  which 
wilt  be  a completely  digital, 
broadband  seismometer.  "It 
will  cut  costs  for 
seismologists,  will  be  easier 
to  install  and  will  provide 
more  information  and  make 
research  in  seismology  more 
easy,"  Mr  GQralp  says. 

He  believes  the  market  is 
growing.  The  increasing 
interest  In  environmental 
monitoring  means  new 
schemes  to  provide  better 
understanding  of  site 
conditions  and  the 
environmental  effects  of 
industrial  activity,  such  as 
mining  and  major  civil 
engineering,  could  provide 
hew  niches  for  Guralp  to 
exploit 

One  such  emerging  niche 
is  monitoring  underground 
nuclear  expfosions:  GQralp 
already  provides  equipment 
to  the  Comprehensive  Test 
Ban  Treaty  Organisation  in 
Vienna. 

Charles  PretzUk 


OFFSHORE  EQUIPMENT  by  Thorold  Barker 


Sales  success  runs  deep 

The  oil  and  gas  industry  has  provided  fertile  ground  for  suppliers  from  the  UK 


Repairing  pipelines  a 
kilometre  under  ' the  sea  is 
beyond  the  scope  of  any 
diver,  but  an  everyday  task 
for  the  underwater  vehicles 
manufactured  by  Aberdeen- 
based  Hydro  vision. 

Like  mast  of  the  seven 
other  export  achievement 
winners  from  the  oil  and  gas 
industry  this  year,  it  has 
used  experience  from  the 
North  Sea  to  expand  into 
growing  off-shore  areas  such 
as  South  America  and  West 
Africa.  Its  largest  customer 
is  now  in  Brazil. 

David  McKay,  commercial 
manager,  says:  In  Norway 
you  cannot  dive  below  180m, 
unless  you  can  prove  there 
is  no  other  way  of  doing  a 
job.  But  a pipeline  has  to 
stay  on  the  seabed  for  many 
years.  It’s  not  a temporary 
solution." 

The  result  is  the  Diablo 
remotely  operated  vehicle. 
The  size  of  a Land  Rover,  it 
can  dive  to  3,000m  and  carry 
out  Intricate  tasks  from  fric- 
tion welding  to  closing 
valves  - under  the  control  of 
a surface  operator. 

“It’s  like  an  underwater 
helicopter,  it  can  move  in 
any  direction  at  any  angle," 
says  Mr  McKay. 

Hydro  vision  was  formed 
through  a 1990  management 
buy-out  from  Pressure  Prod- 
ucts, ted  by  Chris  T&rmey, 
managing  director.  The  deal 
gave  the  company  the  rights 
to  the  small  HybaH  underwa- 
ter vehicle  ani*  it  baa  since 
developed  the  larger  Sea 
Demon  and  Diablo  models. 

Exports  have  grown  by  4Vi 
| times  . since  1995.  and 
accounted  for  half  of  last 
year’s  £10m  turnover,  from 
the  sale  of  about  20  vehicles. 

Underwater  expertise  was 
also  behind  awards  for  Son- 
ardyne  International  and 
Svitzer.  Sonardyne  has  sold 
its  seismic  streamer  posi- 
tioning equipment  - which 
won  a Queen's  Award  for 
technological  achievement 
in  1994  - Into  global  markets 
including  China,  Japan  and 
West  Africa,  to  help  win  its 
first  export  award. 

The  system  uses  acoustics 
to  pinpoint  the  position  of 
seismic  sensors  - used  to 
look  for  oil  - as  they  are 


Heatric,  which  mates  beat  exchangers  for  use  in  gas  production,  has  won  its  second  award  for  export 


dragged  on  streamers  up  to 
8km  behind  ships. 

Sonardyne  was  set  up  in  a 
Hampshire  garage  in  1971.  It 
now  employs  149  and  has 
offices  in  the  UK,  US.  Singa- 
pore and  Brazil.  It  also 
employs  its  acoustic  technol- 
ogy to  position  floating  oil 
rigs  - used  when  the  water 
is  too  deep  for  fixed  plat- 
forms - which  have  to  be 
directly  above  the  well  at  aD 
times. 

Ian  Polley,  managing 
director,  says  much  of  the 
recent  growth  - exports 
have  doubled  to  £9m  since 
1995  - has  come  from  oil 
companies  moving  aggres- 
sively into  new  deep  water 
areas  such  as  Brazil  and 
West  Africa. 

Acoustics  were  also 
behind  Svitzer’s  second 
export  award  in  a row.  It 
uses  the  technology  to  map 
the  seabed  to  avoid  underwa- 
ter hazards  for  oil  pipelines 
and  drilling  platforms. 

Christopher  Hill,  special 
projects  manager,  says  the 
company  - which  was  set  up 
in  1987  - worked  exclusively 
In  the  North  Sea  for  the  first 
five  years,  but  has  now  had 
work  in  area  as  diverse  as 


West  Africa,  India  and  the 
Falkland  Islands.  “We  are 
taking  the  expertise  we 
developed  in  the  North  Sea 
and  are  now  exporting  it.” 

He  says  the  low  oil  price 
began  to  hit  orders  in  the 
autumn,  but  the  group  has 
begun  to  diversify  and  is 
currently  mapping  the  route 
for  a transatlantic  telephone 
cable. 

UK  Project  Support,  a 
first- time  winner,  describes 
itself  as  a "very  specialist 
version  of  Manpower  [the 
recruitment  agency r provid- 
ing operators  for  remotely 
operated  vehicles,  such  as 
Hydrovision's  Diablo. 

Christopher  Kemp,  manag- 
ing director,  started  the  busi- 
ness as  a one-man  contractor 
in  1985,  and  now  has  eight 
office-based  employees  and 
up  to  60  contractors  working 
offshore  around  the  world  at 
any  one  time. 

Another  international  pro- 
vider of  oil  services  expertise 
is  Cambrian  Consultants, 
whose  employees  specialise 
in  evaluating  geological  data 
from  oil  weUs  in  25  different 
countries.  The  Monmouth- 
shire-based group  moved 
outside  the  “mature"  North 


Sea  in  1993.  Exports  now  rep- 
resent nearly  60  per  cent  of 
its  annual  £6m  turnover. 

In  1975.  London-based  Rig 
Design  Services  started 
designing  drilling  systems 
for  fixed  North  Sea  plat- 
forms. But  in  the  last  five 
years  it  has  established  itself 
as  a leading  designer  of 
deep-water  drillships. 
Exports,  which  accounted 
for  about  15  per  cent  of  busi- 
ness in  1994,  are  now  more 
than  90  per  cent  of  the 
group’s  £12m  of  sales  to  cus- 
tomers such  as  Samsung  and 
Daewoo  who  build  the  ships. 

Elmar  Services  - another 
first  time  winner  from  Aber- 
deen - has  differentiated  its 
oil  field  equipment  by  cus- 
tom designing  it  for  particu- 
lar regions,  including  special 
cold  climate  materials  in 
products  destined  for 
Siberia. 

Heatric,  a division  of  Meg- 
gitt,  wins  its  second  award 
for  export.  The  company, 
which  makes  heat  exchang- 
ers for  use  in  offshore  and 
onshore  gas  production,  has 
markets  which  Include  Nor- 
way. Africa,  the  Middle  East, 
Australasia  and  the  Far 
East. 
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Wing  panel  assembly  at  the  British  Aerospace  Airbus  site  In  Broughton,  FftntsMre,  North  Wales:  BAa  has  won  an  award  for  export 
mcognlsfng  an  Increase  In  exports  of  Airbus  wings  by  ihore  than  75  per  cent  in  the  past  three  years.  Aircraft  deBveries  rose  during  that 
period  from  12B  in  1996  to  229  in  1998. 


FOOD  AND  DRINK  by  John  Wfflman 

High  flying 


Scottish  companies  with  centuries-ojcf  • 
businesses  dominate  the,  sector  s winners 

Five  companies  based  in  gie’s  first  Queen’s  award, 
Scotland  are  among  eight  but  MacaUan, 
from  the  food  and  drink  sec- 

tor  to  have  won  Queen's  .its  fourth  - the  second  in 
Awards  for  export  adiieve-  succession.  E^orts  mate  up 

Shi  sSS  empha-  * V*  f* .***52" S 
cjises  the  appeal  of  tradi-  with  sales  in  ^an  50 
tional  Scottish  products’  to  countries  ^ the  .Stride 
consumere  around  the  world  malt  whi«*.  is  matured 

miles  north  of  Inverness,  u we’ve  tried  tfl'ftis- . 

since  1893.  It .only  became 

serious  about  exporting  tow  pf  . ib]^«  . ^ 

!•»  » fLEJVZ  s“on  %Sel  corporate 
account  for  around  «P«  AJractor 

cent  ot  sales,  nUl l«g  their' 

monte6ie  “?  tavoS  malt  might  well 

best-settng  Bmgte  mofc  m 

The  company  ^L^  hy  another  of  tins 

the  world's.  ®st  J*;-  : .^aUn# 

ing.dn,^e  intemet.  W also  based  an_S» 


in&Onthe. internet. m ^ ^sed  on  Spe 
tiripahts  in  .79  ««***  Sd^tA&r, Founded  ; 
They  were  ahle  t0  ^ the  village  hater, , 

their  thoughts  with  tte  ecatt-  gran 


thefr  thoughts  with  the  com-  turfite  gramT 

panes' dis^ery  ^Udren'and  employe  *J§ 

ami  ask  quesHcns ^about of  the  fomfiy's  .fourth 
company's  products  which.  “ . ■ . rj 

now  mclude  Ardbeg,  Jf  ^Almost  half  its  annual  mile 
the-  finest  Islay JJ*?  .Jtw£5S*  - 4*  Mg? 
recently  put  back  into  pro-  pu  in  . the  UK 

auction.'  " , • ■ sweet  biscuit  business  - foT- 

This  year  is  Glenmoran 


more  than  GO  countries.  This 
record  has  already  won  two 
Queen's  export  awards,  mak- 
ing the  company  one  of  the 
few  food  manufacturers  to' 
have  held  three. 

Another  traditional  Scot- 
tish industry  is  reflected  in 
the  award  to  MacDuff  Shell- 
fish, a family  firm  in  the  fish 
business  for  mors  than  100 
years.  In  the  past  three 
years,  it . has  doubled  its. 
exports  of  the  fresh  and  fro- 
zen langoustines,  crabs  and 
scallops  which  are  largely 
landed  In  Scotland. 

Ninety  per  cent  of  its  £6m 
a year  sales  are  abroad,  with 
France  the  most  important 
market  where  customers 
include  supermarket  chains 
such  as  Auchan  and  Casino. 
McCormick  Europe's  Condi- 
ment Division,  the  fifth  food 
and  drink  award-winner  in 

Scotland,  Is  not  Scottish  by 
origin  - it  is  a subsidiary  of 
the  US  food  group  which  is 
the  world's  largest  spice 
company. 

Its  product  is  for  from  tra- 
ditional: the  49  employees 
based  in  Paisley  make 
sauces,  dressings,  seasonings 
and  poultry  coatings  for 
caterers  and  fast-food  restau- 
rants. The  division  started  in 
1969  with  18  staff  supplying 
McDonald's.  ia>  UK  restau- 
rants and  now  services  the 
US  burger  chain's  3,100  out- 
let througteutEu^^  - as 
well  as  sending  its  product 
to  26  countries  as  for  away' 
as  .Japan  and  South'  Africa,  ; 

Pritchiitt  ' Foods,  .'an 
English,  winner,  also  sup- 
plies canteens  and  caterers  -• 
with  milk  shake  mixes  and 
tea  and  coffee  whitenerS 


such  as  Mil  lac  Maid  and 
Cafe  Maid.  Its  core  business 
is  converting  milk  from 
Northern  Ireland  into  long- 
life dairy  products,  often 
used  as  ingredients  by  other 
food  manufacturers. 

A more  recent  debutante 
is  Dorset  Cereals,  aDorches- 
, ter  company  that  launched 
Its  wholefood  breakfast 
cereal  mueslis  only  in  1989. 
Still  with  only  20  employees,  . 
it  exports  to  45  countries  on 
four  continents,  making  fun  > 
use  of  the  internet  to  , 
research  opportunities  and  „ 
mate  contacts.  j 

“Our  first  exports  were  to  1 
the  West  Indies,  Barbados  | 
and  St  Lucia,”  says  Terry 
Crabbe,  the  former  BhS 
manager  who  fulfilled  an 
ambition  to  run  his.  own 
company  by  buying  a whole- 
food wholesaler  in  1985. 
“Now  we  sell  to  almost  every 
Caribbean  country  and  have 
just  received  our  first  order 
from  the  Cayman  Islands." 

The  eighth  winner  in  the 
sector  is  Carney  & Barrow, 
the  City  firm  which  is  one  of 
the  Britain's  oldest  wine 
merchants  and  takes  its  sec- 
ond successive  award  for  the 
wine’  broking  operation  it 
established  in  1992.  It 
exports  fine  wines  to  the  US, 
Asia  and  .,  continental 
Europe,  often  drawing  on 
the  stocks  of  good  clarets 
arid  vintage  port  it  stores  for 
Private  clients. 

■"  Adam  Brett-Smrth,  manag- 
ing1 director,  say s the  com- 
pany even  sells  to  customers 
in  Franca.  “London  is  grow- 
ing, as  the  international  cen- 
tre- for  fine  and  rare  wines 
from  around  the  world." 


A PROUD  MOMENT 
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THE  QUEEN’S  AWARD  FOR  EXPORT  ACHEVBMBWT 

V/e  know  it  is  unusual  for  a law  firm  to  be  presented  with  the 
Queen’s  Award  for  Export  Achievement  and  that  makes  us 
especially  proud  to  receive  it. 

But  not  too  proud,  we  hope,  to  pass  the  moment  without  acknowledging 
those  who  have  made  it  possible. 

The  partners  and  staff  in  our  offices  throughout  the  world 
whose  knowledge  and  dedication  have  made  us 
a premier  international  Jaw  firm. 

And,  of  course,  our  ever-growing  number  of  clients  without  whose 
support  and  loyalty  this  could  nor  have  been  achieved. 

Their  success  is  a measure  of  our  success. 

In  accepting  the  award  we  thank  you  all. 


ALLEN  & OVERY 


www.aIlenovery.com 


BANGKOK  BEUING  BRUSSELS  BUDAPEST  DUBAI  FRANKFURT  HONG  KONG 
LONDON  MADRID  MOSCOW  MILAN  ‘ NEW  YORK  PARIS  PRAGUE  ROME 
SINGAPORE  TIRANA  TOKYO  TURIN  WARSAW 
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PHARMACEUTICALS  by  David  Pilling 


The  UK 
flexes  its 
muscles 


British  companies,  both  large  and  small, 
are  still  a force  in  the  drugs  industry 


Pharmaceuticals  is  one  of 
the  few  global  industries 
where  the  UK  can  truly 
claim  to  punch  above  its 
'.v eight.  !□  Glaxo  Wellcome, 
SmithKline  Beech  am  and 
the  newly  formed  AstraZe- 
neca it  has  three  of  the  big- 
gest drug  companies  in  the 
world.  Several  US  and  Euro- 
]>f  i<n  pharmaceutical  compa- 
nies have  significant 
research  and  development 
facilities  in  the  UK. 

Among  the  plethora  of 
small  and  medium-sized 
companies  that  have 
sprouted  up  to  service  this 
sector  are  five  of  the  winners 
of  this  year’s  Queen's  award 
for  export. 

Akos  Healthcare  Group  is 
a privately  held  company 
that  offers  consultancy  and 
contract  services  to  "big 
pharma”  - the  industry 
name  given  to  large  drugs 
companies. 

Paul  Evans,  managing 
director  of  Akos,  spent  18 
years  working  for  big 
pharma  at  such  companies 
as  Glaxo  and  Boe ringer 
Ingelheim  of  Germany.  A 
pharmacist  by  profession,  he 
worked  in  several  areas, 
including  product  develop- 
ment. regulatory  affairs  and 
clinical  development. 

Akos  usually  works  on  a 
r.ew  product  from  a very 
early  stage  in  the  develop- 
ment process,  helping  to 
take  it  through  clinical  trials 
and  advising  on  regulatory 
issues,  particularly  in 
Europe. 

The  fact  that  the  European 
Agency  for  the  Evaluation  of 
Medicine,  Europe’s  equiva- 
lent of  the  Food  and  Drug 


Administration,  is  head- 
quartered in  London  has 
given  a boost  to  the  12-year- 

old  company,  85  per  cent  of 
whose  revenues  come  from 
abroad. 

Akos  exports  its  services 
to  Denmark,  Germany,  the 
US,  Japan  and  Switzerland. 
It  is  developing  new  markets 
in  Israel  and  Spain. 

Cambridge  Pharma  Con- 
sultancy (see  profile)  also 
advises  big  pharma  and  like 
Akos  is  expanding  rapidly  in 
the  US.  Founded  in  1989,  it 
has  a 50  strong  team  of  con- 
sultants in  Cambridge  and 
25  in  New  York.  Like  Akos 
too,  both  its  founders  came 
from  big  pharma  where  they 
discovered  what  they 
believed  to  be  a niche  in  the 
consultancy  market 

Owen  Mumford,  an 
Oxfordshire-based  company 
with  250  employees,  designs 
and  markets  medical 
devices. 

It  specialises  in  two  areas: 
finger-pricking  devices  (for 
blood  samples),  which  are 
often  self-administered  by 
patients  who  need  to  moni- 
tor their  condition  daily:  and 
drug-delivery  devices,  partic- 
ularly injection  systems  for 
insulin  and  growth  hormone 
as  well  as  drugs  to  treat 
infertility  and  multiple  scle- 
rosis. 

In  its  early  days  the  com- 
pany received  royalty  pay- 
ments from  Novo  Nordisk, 
the  Danish  group  that  trans- 
formed the  lives  of  many  dia- 
betics through  the  introduc- 
tion of  its  “insulin  pen”. 

The  company,  which  was 
founded  by  fvan  Owen  and 
John  Mumford,  has  two  fac- 
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Oxfordshire -based  company,  Owen  Mumford,  designs  and  markets  medical  devices  Rob  Judges 


tones  which  between  then 
employ  more  than  200 
people.  It  had  a turnover  of 
£12.1m  last  year,  of  which 
E9.5m  was  for  export.  That 
compares  with  foreign  reve- 
nue of  &L8m  in  1996. 

Half  its  exports  go  to  the 
US.  with  Europe,  Australia 
and  Japan  making  up  the 
bulk  of  the  rest. 

The  Zydis  division  of 
Scherer,  a multinational 
company  whose  ultimate 
parent  is  Cardinal  Health  of 
the  US.  is  another  drug-de- 
livery  specialist.  Zydis  is  a 
leader  in  turning  pharma- 
ceuticals into  tablets  that 
dissolve  almost  instantly  in 
the  mouth. 

The  company  has  applied 
Hs  “fast-dispersing”  technol- 
ogy to  the  products  of  sev- 
eral large  pharmaceutical 
such  as  Glaxo  Wellcome, 
Schering-Plough,  Pfizer  and 


American  Home  Products 
Maxalt,  a migraine  drug 
developed  by  Merck  of  the 
US,  has  been  produced  in 
fast-dispersing  tablet  form 
by  the  company. 

Zydis  sometimes  becomes 
involved  in  projects  at  a 
very  early  stage  - when  they 
are  first  being  tested  on 
people  and  years  before  they 
are  placed  on  the  market. 

Alternatively,  it  may  be 
hired  by  companies  to  work 
on  products  that  are  about 
to  lose  their  patent.  It  is 
often  possible  to  extend  the 
life  or  a drug  through  new 
form ulations.  Zydis  s tech- 
nology can  also  help  ease  the 
transfer  to  the  over-the- 
counter,  non-prescription, 
market. 

Zydis  has  boosted  its  reve- 
nue rapidly  over  the  past 
five  years,  from  about  £5m 
in  1993  to  £40m  last  year. 


Nearly  all  its  business  is  for 
export,  principally  to  the  US 
and  Europe. 

Powder  Systems  is  a Mer- 
seyside-based company  that 
designs  and  manufacturers 
"high  containment”  equip- 
ment to  protect  operators 
working  with  dangerous 
chemicals  in  pharmaceutical 
manufacturing  plants. 

The  company,  founded  10 
years  ago.  is  owned  by  Mor- 
ris Pitcher,  the  managing 
director  3L  its  venture  capi- 
tal backer,  and  several  pri- 
vate investors.  It  also  makes 
filtration  equipment  for 
pharmaceutical  plants. 

Powder  Systems  has  dou- 
bled its  exports  over  the  past 
three  years.  Its  main  mar- 
kets are  western  Europe, 
North  America  and  the 
Pacific  Rim.  Last  year,  it 
won  a DTI  award  for  innova- 
tion in  technology. 


PROFILE 

CAMBRIDGE  PHARMA  CONSULTANCY 


It’s  all  in  the  detail 


A tiny  consultancy  has  found  its  specialist 
4blg  pharma' 


services.]^  • ' 


The  world  is  full  of 
consultants.  The 
pharmaceuticals  industry, 
which  commands  huge 
resources,  is  constantly 
tapping  the  expertise  of  big 
international  firms,  such  as 
The  Boston  Consulting 
Group.  PwC  or  Andersen 
Consulting,  to  advise  on 
specific  projects  or  strategic 
objectives.  So  why  on  earth 
would  drug  companies, 
apparently  so  well  served, 
employ  the  services  of  a 
fledgling  consultancy  firm 
based  in  Cambridge. 
England? 

The  reason,  argues 
Joseph  Zamtnrt- Lucia, 
whose  Cambridge  Pharma 
Consultancy  is  a recipient  of 
this  year's  Queen’s  award,  is 
that  international  firms 
cannot  offer  as  detailed  a 
knowledge  of  the  drugs 
business. 

When  he  worked  for  Glaxo 
Wellcome  in  the  1880s,  he 
often  heard  colleagues 
complain  that  while 
consultants  were  useful,  it 
was  irritating  having  to  teach 
young  MBAs  the  ins  and 
outs  of  drug  development 
before  they  could  even  get 
started.  Big  consultancy 
firms  did  have  a detailed 
knowledge  of  the  industry, 
but  it  was  largely  confined  to 
partner  level,  he  says. 

Dr  Zammit -Lucia  thought 
he  had  discovered  a niche. 
Together  with  Lindsey 
Matheson,  who  had  also 
spent  years  working  for 
pharmaceutical  companies, 
he  turned  hts  back  on  the 
cosy  world  of  ‘big  pharma" 
and  set  up  his  own 
consultancy  in  1989. 


The  idea  was  to  organise 
Cambridge  Pharma  IHce  a - 
law  practice,  with  experts  in 
highly  specific  areas,  such 
as  pricing,  reimbursement,/- 
drug  portfolio  management, 
M&A  and  doing  business-in 
Asia-Pacific. 

Each  area  has  a practice  1 
leader,  enabling  the  firm, 
says  Dr  Zammrt-Lucria,  to 
pull  together  a bespoke 
team  around  each  project 

“We  believe  that  in-depth 
knowledge  is  an  essential 
component  of  practicable 
innovation,"  he  says.  “We 
pride  ourselves  on  coming 
up  with  approaches  for  our 
clients  which  are  both 
innovative  and  practicable." 

He  highlights  a project  In 
oncology  - client 
confidentiality  prevents  him 
from  revealing  the 
company's  name  - in  which 
Cambridge  Pharma  reviewed 
the  entire  development 
portfolio.  As  a result  of  the 
review,  claims  Dr 
Zammit-Lucia,  the  company 
changed  the  way  it 
developed  drugs  in  this  area 
and  opened  a new  area  of 
operation.  Objectivity  and  a 


multidisciplinary  approach 
were  the  keys  to  bringing  off 
that  result,  he  says. 

Cambridge  Pharma  also 
runs  an  on-line  consultancy 
service  where  relatively 
straightforward  queries  can 
be  answered  directly. 

The  overall  business, 
which  has  grown  organically 
without  tapping  venture 
capital  funds,  reached 
revenues  of  nearly  £3m  by 
1998.  Since  then,  growth 
has  been  even  quicker  - 
thanks  largely  to  rapid 


expetnsiDnin  the  USjiy.far 
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' CBenta  include  mps^of  the; 
big  names  In  the. ...  .. 
pharmaceutical  industry  froerr 
SmithKline  Beecham  fa  the  >' 
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Biotechnology  companies, 
such,  as  Biogem  Cepftakjn  . 
and  PathbGanesis,  also  / 
feature  on  its 'client  fist 

Although  its  base  is  still ... 
firmly  In  the  UK,  the  scope 
of  Cambridge  Pharma's  • 
clients  and  its  source  of 
revenue  reflects the  global 
native  of  the  drugs 
business.  About  85  per  cent 
of  business  is  genoBted 
outside  the  UK,  with  53  per 
cent  coming  from 
continental  Europe  and  35 
per  cent  from  the  US. 

The  firm  has  50  staff  . 
based  in  the  UK,  though 
some  of  them  were  hired  in 
Europe  for  their  knowledge 
of  languages  and  other 
markets.  There  are  a further 
25  employees  in  New  York 
which,  with  neighbouring 
New  Jersey,  is  the  heartland 
of  the  increasingly  powerful 
US  drugs  industry. 

Cambridge  Pharma  plans 
to  float  in  the  medium  term, 
though  it  has  not  yet 
decided  whether  it  wHI  fist  in 
the  UK  or  elsewhere,  So  far, 
it  has  managed  to  keep  its 
roots  in  the  UK  and  develop 
an  international  business 
from  that  base.  But  as  it 
expands  further,  its  centre  of 
gravity  may  well  begin  to 
shift  to  the  US. 

David  Pilling 
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PARTRIDGE  FILMS 

Wild  ambitions 
pay  off 

What  started  as  a one-man  operation  now 
supplies  wildlife  films  to  leading  TV 
channels  around  the  world 


Tigers  in  Bandhavpargh,  ItkRe  the  subject  of  a pair  of  films  which  win  sfr  fci  the  US  later  this  year 


A polished  performance 


Waterproofing  protective  care  products  for 
leather  and  suede  have  proved  winners 


Among  the  offshore 
equipment  manufacturers 
and  the  information 
technology  producers 
dominating  the  winners  of 
this  year's  Queen's  Awards 
is  a company  which  deals 
not  with  heavy  machines 
and  circuit  boards  but  uses 
exotic  plant  life  and  wild 
animals  in  its  products. 

Founded  by  South 
Afri can-bom  film-maker 
Michael  Rosenberg  in  1974, 
Partridge  Films  started  as  a 
one-man  operation  making 
high-quality  wildlife 
programmes.  As 
Rosenberg's  reputation 
grew,  so  did  the  company, 
with  additional  camera 
teams  and  producers  being 
taken  on  a project- 
by-project  basis. 

By  1992  the  Bristol-based 
company  had  been  acquired 
by  UK  regional  television 
company  HTV,  which  itself 
was  taken  over  by  United 
News  and  Media  18  months 
ago.  As  part  of  a previous 
acquisition  of  Anglia 
Television.  UNM  had 


inherited  the  wildlife 
programme  maker  Survival, 
which  subsequently  joined 
Partridge  in  forming  United 
Wildlife,  now  the  world's 
largest  commercial  producer 
of  natural  history 
programmes. 

With  a small  team  of  31 
employees  boosted  by 
freelance  camera  operators, 
researchers  and  editors, 
Partridge  still  operates  as  an 
independent  unit,  producing 
high-budget  wildlife  features 
such  as  “The  Natural 
World",  screened  by  the 
BBC. 

tt  is  currently  producing  a 
series  for  [TV  in  Britain  led 
by  Australian  naturalist  Steve 
Irwin,  the  first  of  which  - 
The  Ten  Deadliest  Snakes  in 
the  World  - was  aired  in 
February  last  year. 

Among  the  work  for  which 
the  company  is  known  are1  . 
the  programmes  from  which 
UK  Channel  4's  successful 
“Fragile  Earth"  series 
emerged,  while  in  addition  to 
accolades  through  the 
Queen's  Awards,  the 


company  has  won  awards 
including  Emrrrys  and 
Wildscreen  Golden  Pandas. 

This  export  award  is 
Partridge's  second  - the  first 
being  won  in  1992. 

Although  it  has  become 
known  for  “blue-chip" 
programmes.  Partridge  has 
recently  broadened  its 
product  range  with 
children's  series  such  as 
“Amazing  Animals*  for 
Disney  Channel,  which  has 
enabled  it  to  capitalise  on  its 
extensive  library  of  wildlife 
footage. 

Exports  represent  about 
75  per  cent  of  Partridge's 
total  sates  with  60  per  cent 
of  these  going  to  the  US 
where  the  company  supplies 
leading  broadcasters  such 
as  PBS,  National 
Geographic  and  Discovery. 


Europe  accounts  for  about 
20  per  cent  of  sales  while  15 
per  cent  go  to  the  Pacific 
Rim,  where  the  main  market 
is  Japan, 

“Wildlife  [programmes] 
travel  well,"  says  Mark 
Broughton,  managing 
director  of  United  Wildlife, 
"because  they  do  not 
present  any  political,  cultural 
or  language  barriers." 

Mr  Broughton,  with  a 
background  In  financial 
management  and  venture 
capital,  joined  the  company 
in  1992  to  help  it  through 
financial  difficulties  it  was 
then  experiencing.  The 
company  had  grown  rapidly 
and  the  accounting 
structures  weren't  in  place 
to  accommodate  this,"  he 
says. 

Now  in  its  25th  year  of 


existence.  Partridge  has  left 
such  problems  far  behind  it 
Turnover  during  the  period 
measured  for  the  export 
award,  has  more  than 
doubled  from  £3.5m  to 
£7 5m.  In  the  same  period 
exports  expanded  rapidly 
from  just  over  £2m  to  £6m. 

Mr  Broughton  says  that 
the  main  challenge  now  is  to 
capitalise  on  the 
opportunities  presented  by 
the  rapidly  fragmenting  TV 
market.  "In  the  early  1990s 
television  was  a very  simple 
market  with  not  much 
layering,"  says  Mr 
Broughton.  "But  the 
development  of  cable, 
satellite  and  video  means 
that  film  rights  have  become 
much  more  valuable." 

Sarah  Murray 


Exporting  high  quality  suede 
leather  and  waterproofing 
protective  care  products  has 
won  the  Queen's  Award  for 
Exports  for  two 
family-owned  businesses, 

Nikwax,  based  in  the 
village  of  Wadhurst  in  East 
Sussex,  has  won  the  award 
for  the  second  time  in  three 
years,  while  for  Charles  F 
Stead,  based  in  Leeds,  it  is 
a first  time  win. 

Nikwax  is  the  brainchild  of 
Nick  Brown,  the  company’s 
managing  director  and 
majority  owner.  Mr  Brown, 
44,  was  an  enthusiastic 
walker  and  climber  in  his 
youth,  and  from  the  age  of 
15  was  interested  in  mixing 
waxes  and  polishes  for  his 
boots. 

Chemistry  was  one  of  his 
main  academic  interests  at 
school,  but  he  abandoned 
plans  to  study  it  at 
university. 

Fresh  out  of  university, 
with  a degree  in  social 
anthropology,  he  continued 
to  mix  his  potions  in  a tea 
urn  on  a primus  stove  in  a 
start-up  workshop  in 
Cferkenweil,  London. 
Encouragement  from  a 
sports  shop  and  a £100 
bank  loan,  helped  him  to 
establish  his  business,  which 
now  employs  a team  of  45 
people. 

Two  of  his  innovations  that 
have  seen  special  export 
success  are  a product  which 
waterproofs  cfothfng  in  a 
domestic  washing  machine, 


and  a shoe  waterproofing 
that  can  be  applied  to  wet 
footwear,  curing  as  the 
leather  dries,  protecting 
against  shrinkage. 

Bath  products  are 
water-based,  with  water 
used  in  place  of  solvents  to 
cany  the  active  ingredients 
into  the  fabric  or  leather. 

“We  are  a chemical 
company  but  a clean  one," 
says  Mr  Brown. 

Nikwax  started  to  focus  on 
exporting  after  making  the 
strategic  decision  not  to 
market  the  product  to  new 
areas,  such  as  work  wear, 
but  rather  to  reach  new  * 
markets  with  the  existing 
portfolio  of  products  which 
are  geared  to 

mountaineering  and  outdoor 
sports. 

“It  was  easier  to  translate 
our  message  into  a foreign 
language  than  change  the 
message."  says  Mr  Brawn. 

He  says:  “In  the  first 
instance  we  got  the  award 
when  exports  made  up  50 
per  cent  of  our  sales.  Now 
they  exceed  70  per  cent 
with  our  products  sold  in 
over  30  markets.  The  US  is 
the  biggest  market,  followed 
by  Scandinavia." 

Charles  F Stead  was 
started  in  the  1890s  and 
dunng  its  existence  has 
been  flexible  in  changing 
with  market  demands.  It 
started  in  business  making 
leather  from  goat  skins, 
which  were  used  for  making 
bellows. 


As  demand  for  bellows 
fell,  the  company  started  to 
supply  the  shoe  industry, 
making  high  quality  suede.  It 
takes  about  22  square  feet 
of  leather  to  make  one  pair 
of  suede  shoes. 

Clive  Fox,  company 
secretary  of  Charles  F 
Stead,  which  employs  165 
people  in  Leeds,  says  the 
reason  for  the  company 
seeking  to  increase  its 
exports  was  the  demise  of 
the  UK  shoe  industry.  “It 
was  needs  must,"  he  says. 
"We  had  a history  of 
exporting,  with  records 
showing  that  we  exhibited  at 
a trade  exhibition  in  Paris  in 
the  1920s,  but  over  the  past 
10  years  the  switch  has 
been  significant" 

Today  some  60  per  cent 
of  production  is  destined  for 
exports  to  25  different 
countries,  with  main  markets 
including  quality  shoe 
manufacturers  in  Italy,  Spain, 
Portugal  and  Thailand  - 
where  a number  of  US 
companies  have  production 
plants.  Hides,  which  are  at 
the  “wet-blue”  stage  are 
imported  for  processing 
from  several  countries 
including  South  America, 

New  Zealand  and  Australia. 

Mr  Fox  says  that  the 
company  applied  for  the 
award  because  it  felt  it  had 
a consistent  record  in 
exporting  and  its  overseas 
customers  would  regard  the 
award  as  a prestigeous 
award  for  a prestige 
product 

Lisa  Wood 


Huthwaite 
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Celebrating  25  years 
of  developing  our 
clients9 sales  effectiveness 

Huthwaite  International  is  honoured  to  receive  the 
Queen’s  Award  for  Export  Achievement  in  this  our 
Silver  Jubilee  year.  With  special  thanks  to  all  our  staff 
and  clients  for  their  valuable  contribution  to  our  success. 


Hoober  House.  Wentworth. 
Rotherham  S62  7SA.  I K 

Tel:  t-44  (0)1709  7IOOSI  Fax:  +44  t()i!7no  710065 
Knmil:  into1 huthw aik.co.uh 
Website:  www.luithwuiH'. en.uk 
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THE  QUEEN'S  AWARD  FOR  EXPORT 
ACHIEVEMENT  1999 

GETTY  CONNECTIONS  LTD.  are  proud  and 
honoured  to  accept  the  Queen’s  Award  for  Export 
Achievement  and  we  acknowledge  with  grateful 
thanks  the  part  that  our  employees,  customers  and 
suppliers  world- wide  have  played  in  our  success 

Getty  Connections  Ltd,  Belfast  Road,  Carrickfergus, 
Co-Antrim  Northern  Ireland  BT3S  8BG 


Tel:  +44  I960  364741  Fax: +44  1960  36589 


E-mail:  HYPERLINK 
mail&getty.co.nk 
UrL  HYPERLINK 
iuip^/www.ge(iy.cauk 


DORSET  CEREALS 

are  greaily  honoured  to  receive 

THE  QUEEN’S  AWARD  FOR  EXPORT 
ACHIEVEMENT 

With  special  thanks  to  our  staff,  suppliers,  agents 

and  customers  worldwide. 

DORSET  CEREALS  LTD.  DORCHESTER.  DORSET  DTI  1ST 
Tel  +44  (0)1305  269966  www.dorset-cereals.co.uk 


EuroFinance  Conferences 
is  honoured  to  receive  for  the  first  time 

Dw  Owen's  Award  for 

Export  Achievement  1999 

Wfth  very  special  thanks  to  our  stall, 
families,  suppliers  and  clients  worldwide 
far  their  support  and  contribution  to  this 
success 

Over  75%  of  export  business  worldwide 


r*3BSSk..  DYTECH  CORPORATION  LTD 

^gJMTECjrp  Stafatey  Lana.  DronSeM.  SbeffleM SIS ilS, 

Telephone:  01246  299700  Fax:  01246  299720 

Dvteph  CorporsjibrV.Ltd  . 

.’is  honoured  to  receive  tbs 

jeer's  Award  far  Export- Acbievemon:. 

3-Directors-offerspects!  thanks  to-sfalt.. 

orners  and  associates  around  the  world 

tor  their  valuable  contribution  to  the 

success  c:  the  Ccrncanv 

& 
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Reglfitewd  Office: 

381  Fulwoad  Road,  Sheffield  SlO  3GB, 

A subsidiary  of  J & J Dyson  PLC 

Ttf  71  305686 
Fa*.  *44 171  266  5687 
*"*»  Mofiftjncrau* 
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LONDON  CITY  AIRPORT 


* 


Hie  business  Jounge  a*  London  GW*  the  airport  has  targeted  the 
upmarket,  time-conscious  business  traveller 

Frequent  flyer 

Overcoming  its  ‘exceptional  restraints',  the 
airport  is  doing  brisk  business  in  the 
provision  of  airport  services 


Once  written  off  by  its  critics 
as  an  expensive  white 
elephant,  London  City 
Airport  is  flying  high  after 
winning  a Queen’s  Award  for 
export. 

London  City  is  the  first 
airport  to  win  such  an 
award.  At  first  sight  it  is 
difficult  to  image  how  an 
airport  is  an  exporter  - but 
in  London  City’s  case  export 
earnings  come  from  the 
provision  of  airport  services 
to  non-UK-based  airlines. 

First  opened  in  1987,  the 
airport  has  grown  steadily 
and  now  serves  23 
European  cities  with  flights 
from  13  airlines  - 60  per 
cent  of  which  are  not 
UK-based. 

The  award  recognises  the 
“exceptional  constraints"  the 
airport  has  overcome  to 
grow  - nearly  doubling  its 
export  earnings  over  three 
years.  The  airport  has  limited 
access  by  surface  transport, 
a short  runway,  short 
operating  hours  and 
movement  limitations.  Yet  its 
growth  indicates  high 
demand  for  a city  centre 
airport  and  the  services  ft 
provides.  Also  taken  Into 
account  in  making  the  award 
were  London  City’s 
marketing  strategy  and 
infrastructure  developments. 

Richard  Gooding, 
managing  director,  says  the 
airport  has  capitalised  on 
business  demand  for  a fast 
and  efficient  service.  Its 


target  is  the  upmarket, 
time-conscious  business 
traveller. 

The  airport  is  just  six  miles 
from  the  centre  of  London  - 
and  the  management  has 
tried  to  capitalise  on  its 
location  by  pushing 
time-saving  to  the  limits. 

Minimum  check-in  time  is 
only  10  minutes;  exit 
procedures  are  even 
quicker.  All  facilities  - 
including  departure  desks  - 
are  within  easy  walking 
distance  and  the  car  park  is 
just  outside  the  terminal. 

With  about  70  per  cent  of 
passengers  reaching  the 
airport  by  road  this  is 
crucial.  But  public  transport 
links  should  improve  with 
the  Jubilee  Line  extension  - 
from  which  the  airport  will 
operate  a bus  link  - and  the 
proposed  dedicated 
Docklands  Light  Railway 
station  announced  last  year 
and  planned  for  2002. 

"To  be  the  first  ever 
airport  to  win  is  a great 
achievement''  says  Mr 
Gooding.  “With  just  over  half 
of  the  passengers  travelling 
via  London  City  being 
resident  in  Europe,  we  have 
created  a significantly 
increased  contribution  to  the 
UK’s  Invisible  earnings." 

Originally  developed  by 
John  Mowfem,  the  building 
group,  the  airport  was  sold 
to  Demvot  Desmond,  the 
Irish  businessman,  in 
October  1995.  Since  then 
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They’d  like  to 
teach  the  world 
to  string 

The  company’s  party  aerosols  make  up 
more  than  three-quarters  of  global  output 


Just  as  all  roads  once  led  to 
Rome,  most  of  the  world’s 
aerosol-pro  pelted  “silly 

string"  - the  fife  or  bane  of 
so  many  parties  - can  be 
traced  back  to  Cwmbran, 
south  Wales. 

Some  30m  cans  of  aerosol 
string  - more  than 
three-quarters  of  global 
output  and  enough  to  circle 
the  earth  60  times  - were 
produced  last  year  in  the 
Welsh  town  at  the  world’s 
only  factory  entirely 
dedicated  to  Its 
manufacture. 

GAC  (UK)  - the  company 
that  taught  the  world  to 
string  - won  the  Queen's 
Award  after  exporting  more 
than  90  per  cent  of  its 
production  line  1998.  - 

It  expects  sales  growth  of 
at  least  30  per  cent  this 
year,  mainly  because  of 
predicted  millennial  fervour, 
according  to  Stefan  Votafce 
Jnr,  marketing  director  of 
' Goodmarfe  its  parent 

company.  Cans  of  a special 
brand.  Party  2000,  wfil 
proclaim:  “One  world,  a 


million  parties." 

Apart  from  bang  a 
triumph  of  frivolous 
consumption,  GAC’s 
success  rn  overseas  markrts 
reflects  two  underlying 
factors:  product  safety  and 
reliability,  and  the  ability  to 
satisfy  local  tastes. 

Aerosol  string,  a tubular 
resin  that  solidifies  on 
contact  with  air.  appeared 
two  decades  ago  - Mr 
Volcke  says  no  one  knows 
who  Invented  It  - but  was 
dogged  by  safety  fears.  GAC 
uses  an  Inert  and 
notv-flammable  propellant, 
HFC  134A- 

The  string  comes  in  six 
colours,  but  is  always 
odourless  in  spite  of 
requests  for  perfumed 
varieties. 

In  part,  this  is  to  minimise 

chances  that  children  (or 

partying  Adults  ft®  wo/s©  for 
wear)  will  be  tempted  to  - 
taste  it  - although  the  resm 
(s  non-toxic.  • 

But  GAC  also  wants  to  - 
draw  a veil  over  a brief 
experiment  which  was  called 


TECHNOLOGY  AND  TELECOMS  by  Christopher  Price 


And  the  beat 
goes  on . . . 

These  bouyant  sectors  are  still  producing  healthy  overseas  sales ' 
for  British  manufacturers,  despite  strong  competition 


The  booming  global 
technology  market  continues 
to  provide  handsome 
rewards  Tor  Britain's  buoy- 
ant information  technology 
industry. 

A second  Queen's  Award 
has  been  secured  by  Enfield- 
based  Data  Connection.  The 
group,  which  was  founded  in 
1981,  develops  computer  soft- 
ware for  the  telecommunica- 
tions, conferencing,  direc- 
tory and  universal 
messaging  services  markets. 

Some  97  per  cent  of  Data 
Connection's  earnings  come 
from  exports.  Its  customers 
include  many  North  Ameri- 
can technology  companies, 
including  Microsoft,  IBM, 
Hewlett-Packard  and  Sun 
Microsystems. 

These  incorporate  the  UK 
group's  software,  often  in 
preference  to  their  own 
in-house  developments. 

Other  export  markets 
include  Europe,  where  big 
telecoms  operators  are  num- 
bered among  the  group’s  cli- 
ent base,  and  Israel,  where 
Data  Connection  has 
recently  struck  a licensing 
agreement 

The  group  last  won  the 
award  in  1992. 

There  are  export  award 
wins  for  two  Belfast-based 
technology  groups:  Digital 
Engineering  and  Getty  Con- 
nections. The  former  wins 
its  first  award  - and  also 
scoops  up  a Technology 
Award  - for  its  export  suc- 
cess in  the  European,  south- 
east Asian  and  Middle  East- 


ern markets. 

The  company  also  supplies 
testing  equipment  for.  the 
ISDN  telecoms  market. 

Getty  manufactures  cable, 
cable  assemblies  and  a range 
of  general  equipment  wire. 
Products  such  as  automotive 
cable  harnesses,  mobile 
phone  accessories  and  tele- 
phone cordsets  are  devel- 
oped - from  the  cable 
resources. 

However,  it  Is  Getty's  abil- 
ity to  adapt  products  to  dif- 
ferent markets,  and  more 
importantly  to  customer 
specifications  that  have  been 
at  the  root  of  its  success.  Its 
600  products  are  exported  to 
more  than  20  countries 
across  the  world,  while  over- 
seas revenues  have  more 
than  trebled  in  the  past 
three  years. 

Principal  customers 
include  Ericsson,  Bang  & 
Olufsen  and  ST  Microelec- 
tronics. 

The  media  market  has 
long  proved  fertile  territory 
for  Snell  & Will  cox.  The  tele- 
vision equipment  manufac- 
turer picked  up  a Queen's 
Awards  for  export  in  1993 
and  1994. 

This  year  it  returns  to 
form  with  another  award  fol- 
lowing an  81  per  cent 
increase  in  export  sales  in 
the  past  three  years.  The 
group  puts  its  success  down 
to  its  continuing  investment 
in  research  and  development 
and  close  contact  with  cus- 
tomers and  the  market  in 
order  to  tailor  its  products  to 


meet  demand. 

Snell  & Wilcox  was  estab- 
lished in  1974.  Its  previous 
awards  came  in  1990  and 
1994. 

The  blossoming  market  for 
computer  service  companies 
has  underpinned  the  rise  of 
Hill  Price  Davison,  a Lon- 
don-based software  and  ser- 
vices group.  However,  it  has 
achieved  added  success 
through  striking  strategic 
partnerships  with  some  of 
the  leading  names  in  the 
global  financial  services 
market. 

These  include  Royal  Bank 
of  Scotland,  IBM.  Hongkong 
and  Shanghai  Bank,  ABN 
Amro  and  ftnnv  of  Ireland. 

Hill  Price  Davison  speci- 
alises in  software  that 
enables  companies  to  pro- 
cess their  invoices  and  asset 
financing  calculations.  The 
group  also  supports  its  cus- 
tomers with  installation, 

training  ranTT<t-pnanr<> 

Computer  storage  is 
another  booming  market  and 
has  helped  M4  Data  to 
achieve  its  first  Export 
Award.  The  Wells-based 
group,  which  was  started  in 
1989,  manufactures  the  mag- 
□etic  tape  drives  behind 
computer  data  storage  facili- 
ties. 

While  its  main  export  mar- 
kets have  been  Korea  and 
the  US,  M4  Data  has  recently 
won  orders  in  Malaysia, 
India  and  South  America. 
The  drive  has  been  strength- 
ened by  the  establishment  of 
subsidiary  companies  in  the 


US,  India  and  Germany. 

Oxford  is  becoming  rek- 
nowned  as  a fertile  base  for 
software  companies,  a repu- 
tation enhanced  by  the  likes 
of  Software  2000,  which  is 
located  in  the  city's  Science 
Park.  The  company  speci- 
alises in  software  for  printer 
drivers  for  personal  comput- 
ers running  Microsoft  Win- 
dows and  MacOS  operating 
Systems. 

It  licenses  its  technology 
to  the  world's  leading 
printer  companies,  resulting 
in  some  35m  printer  drivers 
being  shipped  since  1996.  It 
is  Software  2000*s  second 
consecutive  export  prize. 
The  company  also  won  the 
Prince  of  Wales  Award  for 
innovation  In  1994. 

Demand  for  software  for 
the  fox  market  has  been 
behind  the  rapid  rise  of 
Eqnisys.  where  export  earn- 
ings have  more  than  trebled, 
since  1996.  The  London- 
based  group  designs  and 
supplies  Zetafax,  specialist 
fax  software  used  by  large 
corporate  computer  net- 
works. 

It  has  established  business 
partners  in  more  than  30 
countries,  with  its  main 
export  markets  being  north 
America,  Italy,  Spain,  Aus- 
tralia. Switzerland,  Norway 
and  France. 

One  of  the  UK  subsidiaries 
of  US  telecoms  group  Moto- 
rola has  been  rewarded  for 
its  export  record  with  a third 
Queen’s  Award  in  four 
years. 

Motorola  GSM  Systems 
Division,  located  near  Swin- 
don. makes  and  supplies 
mobile  telephone  systems. 
Export  markets  such  as 
China.  South  Africa,  Portu- 
gal. Germany,  Spain.  Tur- 
key, Austria,  UAE  and 
France  have  contributed  to  a 
65  per  cent  rise  in  overseas 
sales  since  1995  - the  first 
year  the  group  received  an 
award. 


improvements  have  included 
the  redevelopment  of 
departure  lounges  and 
improved  retail  and  car 
parking  facilities. 

Passenger  numbers  have 
increased  rapidly  since  the 
runway  was  extended  in 
1992.  showing  the  greatest 
increase  - of  96  percent  - 
in  1994.  Last  month  was  the 
best-ever  month,  with  ' ' 
127,454  passengers,  10  per 
cent  up  on  March  last  year. 
Passenger  numbers  for  the 
whole  of  1998  were  1.4m  - 
a 17  per  cent  Increase  over 
the  1.16m  people  who  flew 
in  1997. 

Also  last  year,  new  routes 
were  introduce  to 
Gothenburg.  Basel,  Glasgow 
and  Luxembourg,  plus  direct 


flights  to  Stockholm. 

The  airport  has  increased 
Its  focus  on  flights  within  the 
UK.  Already  this  year 
services  have  started  to 
Dundee.  Later  this  year  the 
first  services  to  Sheffield  wilt 
start  to  be  operated  by 
British  Regional  Air  Unes, 
the  publicly-quoted  spin  off 
from  British  Midland,  the 
UK's  second  biggest  airline. 

The  Sheffield  service,  due 
to  start  In  September,  will 
operate  four  times  a day. 

The  airport  has  also 
proved  popular  with 
corporate  and  commercial 
operators  - and  in  1996 
Introduced  the  airport’s  first 
air  charter  service. 

Susanna  Voyte 
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Stanley  String,  a product 
created  at  the  behest  of  a 
US  importer. 

GAG’s  aerosol  nozzles 
create  a thicker  strand  than 
some  of  its  competitors, 
making  the  string  less  prone 
to  breaking  into  small  pieces 
and  easier  to  dean  up. 

Mr  Volcke  recalled  last 
year's  annual  sates  meeting 
in  the  south  of  France,  . 
where  GAG  staff  initially 
horrified  the  hotel  manager 
by  emptying  500  cans  in  10 
minutes.  They  cleaned  up 
the  mess  in  15  without  using 
a vacuum  cleaner. 

Sales  to  the  US  accounted 
for  50  per  cent  of  GACs 
ElOm-pUis  turnover  in  1998, 
up  from  £8.5m  In  1997. 
Hallowe’en  represents  30 
per  cent  of  annual  sales, 
making  the  US  one  of  the 
few  countries  where  sales 
show  a seasonal  pattern. 

Own-label  products 
account  for  moat  US  sales, 
where  3-416  oz  cans  retefl 
.for  anything  from  $1,99  to 


winner  of  the  Queen*  Award 

Achievement. 
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$4.50. 

In  Europe,  by  contrast, 
aerosol  string  is  sold  by 
volume,  usually  in  100ml 
cans,  selling  for  9&P  to  148p 
in  the  UK.  AH  the  cans, 
however,  have  the  same 
diameter  of  45mm. 

Party  Success  is  the  main 
brand  in  Europe,  except  in 
France,  where  FiJ  Serpentin 
reflects  language 
sensitivities. 

Goodmark,  chaired  tty  Mr 
Vdcke’s  father,  Stephan,  is 
ultimately  controlled  by 
Orianda.  an  Isle  of  Man 
company.  It  bought  the 
Cwmbran  factory  in  1995  as 
an  expansion  of  its  business 
In  the  Volckes*  native 
Belgium,  which  makes 
seasonal  products  such  as 
aerosol  snow  and  gold  and 
silver  spray. 

GAC  is  positioning  itself  as 
a party  products  specialist, 
adding  g fitters  and 
temporary  hair  colours  to  its 
range.  The  Cwmbran  factory 
employs  about  60  people, 
although  the  figure 
fluctuates  with  the  seasons, 
out  of  Qoodmark’s  total  of 
140., 

The  continuing  challenge 
for  GAC  is  to  make  more 
people  think  of  sJHy  string 
when  they  think  of  parties. 

Mr  Volcke  is  confident  that 
even  most  adults  will  loosen 
up  for  a laugh.  He  says: 
"We've  seen  very  serious 
people  in  their  mld-40s 
having  string  fights  with  kttfe 
of  15." 


Clay  Hauls 


The  sweet 
of  success 


Capturing  an  identifiable  Englishness  has 
proved  the  key  to  success  overseas 

An  En^ish  cottage  garden  In  I Latin  America  but  does  not 
summer,  with  the  scent  of 
rose,  lily  and  lavender  heavy 
on  the  air  epitomises  many 
people's  idea  of  identifiable 
Englishness,  and  is  as 
well-known  abroad  as  the 
Changing  of  the  Guard, 
warm  beer  and 
Shakespeare. 

Capturing,  "bottling’  and 
marketing  this  quintessential 
aspect  of  English  fife  has 
been  one  of  the  successes 
of  Fine  fragrances  and 
Cosmetics. 

This  private  company, 
founded  In  1982  by  Doug 
Fawcett,  has  just  won  its 
second  Queen's  Award  for 
export  after  its  first 
recognition  in  1994.  James 
Dor6,  the  company’s  export 
director.  Is  pleased.  He 
believes  that  the  second 
award  confirms  ail  the 
strengths  and  builds  on  the 
achievements  of  the 
company  since  winning  its 
first  award. 

He  is  especially  proud  of 
FFC’s  ethic  of  service  and 
the  company’s  commitment 
to  turning  around  orders  as 
qulckty  as  possible,  and 
always  within  one  week. 

Faxes  are  not  left 
languishing  in  baskets  as 
th/s  means  disgruntled 
customers  and  lost  orders. 

it  is  this  approach  to 
service,  the  unashamedly 
English  marketing  pitch  and 
the  growth  of  the  company 
through  acquisitions  which 
has  helped  FFC  to  notch  up 
its  export  record  of  more 
than  60  per  cent  of 
production  destined  for 
export  to  more  than  80 
countries. 

Another  aspect  of  the 
company's  success  in 
exporting  has  been  the 
product  labelling  and 
instructions  in  the  language 
of  a particular  market  - the 
company  packages  its 
products  in  18  different 
language  packs  from  Farsi 
to  Portuguese. 

Everything  from  sldncare 
creams,  fragrances  and 
specialist  hair  care  products 
is  labelled  for  the  destined 
outlet,  which  although  a time 
consigning  and  expensive 
exercise,  has  paid  dividends. 

Sales  are  strong  in  toe 
Middle  East  and  As/a  and 
have  continued  to  do  well 
despite  economic  difficulties 
in  both  regions. 

Mr  Dore  says  that  FFC  did 
not  leap  into  Russia  and  has 
therefore  avoided  getting 
burnt  by  toe  economic  crisis 
there.  The  company  is 
exploring  possibilities  in 


yet  have  a strong  presence 
there,  having  focused  more 
on  North  America  where  it  Is 
starting  to  reap  some 
benefits 'm  spite  of  the  highly 
competitive  market 

The  company  first  started 
by  developing  several 
specialist  sldncare  products 
and  Initial  growth  came 
through  the  “Fade-Out” 
range  of  treatment  creams 
which  remove  brown 
pigmentation  marks  on  the 
sian  and  reduce  dark  circles 
around  the  eyes. 

Much  of  the  company’s 
growth  has  taken  place 
through  acquisitions.  In 
1991,  FFC  bought  toe  Taylor 
of  London  range  of  toiletries 
and  typical  English  flower 
fragrances. 

FFC  maintained  Taylor  of 
London's  century-old 
tradition  of  quality  and 
added  a new  range  of 
fragrances  to  the  brand, 
including  Orange  Blossom 
and  English  Rose.  In 
addition,  the  Herbal 
Aromatherapy  range  was 
introduced  in  1996. 

Other  brands  owned  by 
FFC  Include  Pin-up  Home 
perm,  acquired  in  1994  and 
brand  leader  in  the  UK.  The 
company  has  also  extended 
the  Mary  Chess  range  of 
toiletries  and  continues  to 
market  the  fragrance. 

in  May  1998,  FFC 
acquired  the  colour  cosmetic 
brand  “Beauty  Without 
Cruelty”,  whose  cosmetics 
are  made  without  animal 
testing.  The  ethics  of  the 
medium  priced  cosmetics 
range  have  wide  appeal  to 
the  customer  with  a 
conscience. 

The  five  Yardley  brands  of 
Tweed,  Pananche,  Lace, 
Chlque  and  White  Satin 
were  acquired  from  the 
Yardley  receivers  fei 
December  1998  and  are 
expected  to  contribute  to 
the  future  growth  of  the 
business. 

Earlier  tote  month,  just 
before  toe  announcement  of 
toe  Queen's  Awards  for 
Export,  IWP  International  - 
toe  household  end  personal 
care  products  company 
purchased  FFC  for  up  to 
£8.75m. 

Mr  Fawcett  will  continue 
as  managing  director  under 
a three-year  service 
agreement  and  toe  company 
intends  to  continue 
marketing  toe  "Englishness” 
of  the  brands  which  have 
made  FFC  a success. 

Anne  Counsell 


PROFILE 

CRYSTALOX 


Performance 
powered  by  the 
sun’s  energy 

The  Wantage-based  company's  silicon 
ingots  are  used  in  the  production  of  solar 
cells 


Crystalox.  a small  company 
that  produces  the  silicon 
ingots  which  are  used  to 
make  solar  ceHs,  owes  much 
of  its  recent  export  success 
to  a Japanese  scheme 
designed  to  encourage 
homeowners  to  use 
renewable  energy  sources. 

The  company,  which  also 
builds  and  sells  toe  systems 
used  hi  the  production  of 
multicrystalline  silicon, 
increased  sales  to  Japan 
from  almost  nothing  to 
approaching  £2m  in  less 
than  five  years. 

This,  says  tain  Dorrity. 
marketing  director,  is  mainly 
thanks  to  government 
subsidies  which  were 
introduced  in  Japan  that 
refund  some  30  per  cent  of 
the  cost  of  installing  solar 
energy. 

This  helped  the  company, 
based  in  Wantage, 
Oxfordshire,  double  its 
turnover  to  some  £4m  in  the 
three  years  to  end-1997  - 
with  some  98  per  cent  of 
sales  going  overseas  - and 
to  increase  staff  by  about 
one  quarter  to  32 
employees. 

The  company  was 
founded  in  the  1970s  by  a 
small  group  of  scientists, 
some  of  them  from  nearby 
Oxford  University. 

Since  the  end  of  1994 
when  the  last  of  the 
founders  retired,  however, 
the  company  has  been 
owned  by  the  present 
management.  Mr  Dorrity  and 
two  other  directors  are  the 
main  shareholders  with 
another  three  managers  also 
holding  stakes  in  the 
company. 

Mr  Dorrity  says  that  the 
two  sides  of  the  business, 
one  producing  systems  and 
the  other  making  silicon,  are 
roughly  the  same  size  as 
each  other.  The  silicon 
production  systems  are  used 
for  both  industrial  and 
research  purposes. 

Crystalox’s  customers 
range  from  large 
corporations  such  as 
General  Electric  of  the  US 
and  Exxon,  the  US  oil  group, 
through  to  the  UK's  ministry 
of  defence  and  a long  list  of 
universities  around  the  world 
that  use  the  systems  In 
order  to  study  crystal 
growth. 

The  company  has 
significant  research  and 
development  activities.  In 
1996.  it  became  the  first  in 
the  world  to  offer  customers 
the  capability  to  grow  66cm, 
240kg  silicon  ingots.  The 


ingots,  which  are  then  cut 
up  to  make  solar  cells,  are 
more  cost  effective  than 
smaller  versions. 

At  present,  says  Mr 
Dorrity,  Crystalox  is 
participating  In  two 
silicon-related  research 
projects,  partly  funded  by 
the  European  Union,  with 
partners  Including  BP  Solar, 
Bayer  of  Germany  and  Elkim 
of  Norway. 

Separately,  with  the  help 
of  a grant  from  the  UK 
government,  the  company  is 
studying  levitation  melting  of 
metals  - a way  of  melting 
metals  for  high  purity 
applications. 

Mr  Dorrity  says  that  much 
research  is  being  done  on 
alternative  materials  for  solar 
energy  but  that  the  company 
believes  silicon,  which 
accounts  for  90  per  cent  of 
the  market,  will  continue  to 
dominate  for  at  least  another 
five  years. 

After  Japan,  the  US  is  the 
second  biggest  market  with 
a large  part  of  safes  coming 
from  supply  of  small  scale 
production  systems  for 
research  use. 

Other  export  markets 
include  Korea,  Singapore 
and  China,  countries  in 
which  the  company  uses 
distributors  and  agents.  It 
handles  its  own  sales  in  the 
US  and  Europe. 

“We  are  not  strong  on 
languages  so  we  are  lucky 
that  English  is  the  language 
of  science,"  says  Mr  Dorrity. 

In  the  immediate  future, 
however.  Germany  looks  as 
if  it  could  be  one  of  the 
more  promising  growth 
markets,  with  the 
introduction  of  interest  free 
loans  for  those  installing 
solar  powered  energy 
systems. 

In  addition,  Mr  Dorrity 
says  that  there  is  pressure 
on  the  UK  government  to 
stimulate  greater  use  of 
solar  power. 

At  present,  he  says,  there 
Is  just  one  company  he 
knows  of  which  is  producing 
solar  cells  in  the  UK.  BP 
Solar's  production  bases  are 
all  overseas. 

“The  driving  force  is 
environmental,  ft  is  still 
cheaper  to  bum  coal  or  oil 
than  use  solar  cells,"  he 
Says. 

“But  the  use  of  solar  is 
growing  partly  because  big 
companies  like  BP  and  Shell 
are  becoming  quite 

aggressive." 

Virginia  Marsh 
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RDS 

Rig  Design  Services  Ltd 


“ Engineering  for  Excellence” 

Rig  Design  Services  Limited  is  proud  to  receive 

The  Queen's  Award  for 
Export  Achievement  1999. 

We  would  like  to  thank  our  employees,  suppliers 
and  worldwide  customers  for  their  dedicated 
contribution  to  our  continued  success  as  a world- 
class  designer  of  deepwater  drilling  vessels. 

The  RDS  Group  of  Companies  provide  design, 
engineering  and  software  services  to  the  Oil  & Gas, 
Steel  Construction  and  Automotive  industries. 


& 


ESMEL  PROCESS  SYSTEMS  LTD 

LEADERS  IN  SEPARATION  TECHNOLOGY 


Are  proud  and  honoured  fo  receive  the  Queens  Award  for 
Environmental  Achievement  for  dev  eloping  a unique 
zero  discharge  effluent  treatment  and  recovery  process. 

We  thank  oil  our  customer,  staff  and  suppliers  in  this  achievement. 

Plea*  contact  Sieve  Ftnurawre  far  all  your  effluent  treatment  problems. 

Esnul  Process  Systems  Lid 
Wesfidds,  London  Road 

High  Wycombe  Tel:  01494  526155 

Buckinghamshire.  HPH  I HA  Fax:  0M94  4745 IS 
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PROFILE 

ILMOR  ENGINEERING 


Engine  maker 
using  the  right 
formula 


From  monitoring 
to  mushrooms 


This  year’s  awards  cover  an  astonishing 
range  of  innovative  developments 


Racing  engines  have  helped  the 
Northamptonshire-based  company  race 
ahead  of  the  competition 


Behind  last  year's  Formula 
One  victory  of  the  McLaren 
Mercedes  team  led  by  its 
drivers  Mika  Hakkinen  and 
David  Coulthard,  lies  a 
company  based  in 
Northamptonshire. 

ilmor  Engineering,  a 
design  and  manufacturer  of 
racing  engines,  which 
manufactures  the  V10 
engine  for  Mercedes-Benz, 
is  also  celebrating  its  third 
Queen's  Award  this  year. 

Founded  in  1984  by  Mario 
lliien,  Paul  Morgan  and 
Roger  Penske,  Ilmor,  which 
exports  engines  to  CART 
(formally  known  as  Indy 
cars)  teams,  has  already 
won  the  Queen's  Award 
twice,  in  1989  and  1994. 

Managing  director  Mr 
Morgan  believes  the  third 
award  reflects  “the  hard 
work  and  determination  to 
succeed  by  everybody  rri  the 
factory”. 

This  year's  award  follows 
a successful  season  where 
the  McLaren  Mercedes  team 
won  the  1998  Formula  One 
Constructors'  and  Drivers' 
World  Championships. 

The  story  of  Dmor  goes 
back  to  the  1970s,  when  Mr 
lliien  and  Mr  Morgan  mat  at 
Cosworth,  the  UK 
manufacturers  of  the  Ford 
Formula  One  engine.  The 
two  worked  on  Formula  One 
and  CART  projects  but 
eventually  became  frustrated 
with  the  organisation.  They 
feft  that  the  only  way  to 
move  forward  and  to  design 
and  produce  an  engine  as 
they  wanted  was  to  leave 
Cosworth. 

After  leaving  Cosworth, 
the  two  put  together  a 
business  proposal  and 
contacted  Mr  Penske, 


founder  and  president  of  the 
Penske  Coiporation,  a 
privately  owned  US  group, 
and  other  transportation 
groups. 

He  agreed  to  take  a 50 
per  cent  stake,  and  once  a 
deal  had  been  made,  Mr 
Morgan  set  up  the  Ilmor 
facility  where  Mr  HHen  began 
work  on  his  engine  design. 

Since  then,  the  two  have 
had  a "perfect  partnership" 
where  Mr  Morgan  is 
reeponsfole  for  the 
manufacture  of  the  eng  foe, 
and  Mr  lliien  for  (he  design. 

Ilmor  first  raced  at  CART 
In  1986  with  the  backing  of 
General  Motors,  and  since 
their  first  CART  race  in  1966, 
have  won  a total  of  116 
races.  They  have  also  won 
six  PPG  indyCar  World 
Series  Championships,  the 
Indianapolis  500  seven  years 
in  a row,  and  the  PPG  CART 
Series  in  1997. 

The  company  produced  its 
first  VI 0 engine  for  the  now 
defunct  Leyton  House  team. 
It  also  supplied  teams  such 
as  Tyrrell,  March  and 
Sauber,  and  their 
performance  led  to  their 
partnership  with  Mercedes. 

GM  withdraw  its  backing 
at  the  end  of  1993,  but  the 
German  car  maker  took  over 
the  25  per  cent  stake  in 
Ilmor,  becoming  an  equal 
shareholder  along  with  the 
three  founders. 

Mercedes  is  understood  to 
have  provided  annual 
investment  of  £35m  In  Ilmor 
while  also  giving  it 
assistance  through  access 
to  Daimier-Chrysier's 
extensive  research 


resources. 


Emfko  Terazono 


Mushrooms  that  produce 
their  own  natural  fungicide 
inspired  scientists  from 
Zeneca  to  develop  a new 
crop  ftwgfctde,  a telephone 
network  monitoring  system 
developed  by  Hewlett-Pack- 
ard is  helping  telecoms  com- 
panies catch  fraudsters,  and 
microbiologists  are  now  able 
to  detect  a single  bacteria  or 
cancer  cell  in  just  a few  min- 
utes thanks  to  a blue  light 
laser  scanner  developed  by 
The  Technology  Partnership. 

These  three  innovations 
are  among  the  14  winners  of 
the  Queen’s  Awards  for 
Technology  this  year  - 
breakthrough  developments 
which  range  from  important 
mprfirai  advances  to  a sys- 
tem that  pnhannPK  the  qual- 
ity of  video  pictures  and  a 
revolutionary  new  type  of 
ship's  propeller. 

Four  of  the  awards  relate 
to  medical  advances.  Among 
them.  The  Technology  Part- 
nership, based  in  Royston, 
Hertfordshire,  and  Chemu- 
nex  have  developed  the 
CbemScan,  an  instrument 
which  incorporates  the  only 
technology  capable  of  detect- 
ing single  bacteria  in  a few 
minutes  without  the  need  for 
incubation.  Applications 
where  such  tests  are  manda- 
tory range  from  water,  food 
and  beverage  as  well  as 
pharmaceutical  products. 
The  system  could  save  com- 
panies in  these  industries 
alone  hundreds  of  billions  of 
dollars. 

"The  Holy  Grail  of  micro- 
biologists is  the  detection 
and  identification  of  single 
bacteria  without  the  delay 
caused  by  incubation.”  says 
TTFs  Dr  Jas  Sanghera.  The 
ChemScan  is  a laser  scan- 
ning system  capable  of  find- 
ing. within  minutes,  a single 
living  bacteria  in  a cup  full 
of  liquid.  Before  ChemScan 
was  developed,  detection 
time  ranged  from  two  to  14 
days. 

ChemScan  has  also  been 
used  at  a leading  hospital  in 
Paris  for  rapid  detection  of 


very  low  numbers  of  both 
cancer  cells  in  cervical 
smears  and  early  detection 
of  viral  infection  cells.  It  can 
detect  a single  cancerous  cell 
in  a solution  of  50m  healthy 
cells.  Until  now  such  levels 
of  sensitivity  have  been 
unheard  of. 

What  has  really  excited 
the  diagnostic  and  pharma- 
ceutical companies  through- 
out the  world  is  that  such 
results  are  possible  within 
minutes  and  with  minimal, 
unskilled  manual  Interven- 
tion. 

"The  greatest  cause  of 
errors  with  existing  methods 
is  the  tedium  involved  in 
staring  down  a microscope 
looking  at  normal  uon-can- 
cerous  cells,"  points  out  Dr 
Sanghera.  “Lapse  of  concen- 
tration can  mean  an  errone- 
ous false  negative  result, 
whereas  the  ChemScan  does 
not  get  tired." 

The  ChemScan  does  not 
make  the  final  decision  as  to 
whether  further  clinical 
investigations  are  necessary. 
It  scans  all  the  cells  ou  a 
slide  and  if  it  detects  an 
apparently  cancerous  cell  it 
maps  its  position  to  within  a 
few  microns.  The  sample  can 
then  be  taken  to  an  auto- 
mated optical  microscope 
where  a decision  on  further 
action  can  be  made  by  a spe- 
cialist In  this  way.  it  only 
requires  the  specialist  to 
make  decisions  about  possi- 
ble cancerous  cells  rather 
than  about  searching  for 
those  rare  events  in  many 
non  cancerous  samples. 

Other  award  winners  with 
medical  breakthroughs 
include  Coventry-based 
Acordis  Specialty  Fibers 
which  shares  an  award  with 
ConvaTec  of  Deeside,  part  of 
Bristol-Myers  Squibb,  for  the 
development  of  the  Aquacel 
Hydrofibre  wound  dressing. 

The  dressing,  which 
absorbs  25-times  its  dry 
weight  in  sterile  saline  solu- 
tion. forms  a gel  which  cov- 
ers the  surface  of  a wound 
moulding  itself  over  the  con- 


tours and  ensuring  that  the 
wound  remains  moist  That 
in  turn,  prevents  the  dress- 
ing sticking  to  the  wound 
and  makes  its  removal  much 
Wt  painful  than  removing 
dry  dressings. 

Hewlett-Packard’s  Te.Ie_ 
com  System  Division  gains 
the  award  for  the  develop- 
ment of  a highly  sophisti- 
cated telephone  network 
monitoring  system  called 
acceSS7.  The  system,  which 
is  deployed  by  25  major  tele- 
coms operators  around  the 
world,  has  revolutionised 
network  monitoring  and 
fault  correction. 

In  addition  to  monitoring 
traffic  and  link  status,  pro- 
viding operators  with  early 
warning  of  network  degrada- 
tion before  it  affects  custom- 
ers. the  system  helps  net- 
work operators  detect  and 
prevent  fraud. 

Among  the  engineering 
companies  to  win  technology 
awards  this  year  is  Clacton- 
on-Sea-based  Brim  ton's  Pro- 
pellers. The  company,  which 
was  set  up  in  1868  as  mill- 
wrights and  agricultural 
engineers,  entered  the  pro- 
peller manufacturing  busi- 
ness in  1908. 

Brunton's.  which  is  now 
part  of  Tangham  Industries, 
the  largest  specialist  propel- 
ler manufacturers  in  the 
world,  wins  the  award  for 
the  Autoprop,  an  automatic 
variable  pitch  propeller  that 
alters  its  pitch  to  suit  operat- 
ing conditions. 

The  blade  pitch  Is  set 
solely  by  hydrodynamic  and 
centrifugal  forces  which 
means  the  propeller  is  much 
more  efficient  over  a wider 
range  of  speeds  than  conven- 
tional fixed  propellers. 

Hus  translates  into  higher 
speeds,  reduced  fuel  con- 
sumption and  lower  emis- 
sions. In  addition,  because  of 
the  unique  design,  the 
blades  rotate  180  degrees 
when  reverse  is  engaged 


dose  inspection:  Brunton’s  propeSers  wins  an  award  for  technological  achievement  hi  recognition -of 
the  development  of  Its  Autoprop,  a propeBer  Which  attars  Hb  pftch  to  auft  the  condRkxw  of  the  wweat 
on  which  It  is  mcxmted  Anglia  Press  Agency 
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Jesse  Brough  Steals  Group 
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Synetix  (a  member  of  flu  S3  Group) 


Zeneca  Metal  Extraction  Products 
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producing  the  same  efficien- 
cies. When  fitted  to  yachts 
the  blades  feather  when 
under  sail,  reducing  drag 
and  increasing  speed. 

But  perhaps  the  most 
exciting  winner  this  year  is 
Zeneca  Agrochemicals  with 
Amistar,  a novel  fungicide 
which  acts  as  both  a protec- 
tant and  curative. 

The  inspiration  for  Amis- 
tar lies  among  the  decaying 
debris  on  the  Door  of  Euro- 
pean deciduous  forests 
where  fungi  have  evolved 
that  feed  on  the  dead  wood 
and  leaf  litter. 

Although  numerous  fungi 


specias  compete  against  each 
other.  ZeneCa  scientists 
noticed  clear'  areas  around 
some  delicate  vulnerable 
species.  They  discovered 
that  two  particular  fungi 
species  produce  a natural 
fungicide  __wjU.ch  fights  of 
competitors  and  stops  them 
encroaching  on  their  terri- 
tory. 

After  a a decade  of  pains- 
taking laboratory  work,  that 
discovery  eventually  led.  to 
the  patenting  of  Azoxystro- 
bin  in  February  last  year, 
heralding  ■ what  Zeneca 
claims  is  "the  start  of  a new 
era  of  crop  protection  from 

j- 


diseases.” 

The  new-  fungicide  forms  a 
protective  film  oh  the  out- 
side of  plants  which  pre- 
vents fungus  from  entering 
the  crop,  while  also  entering 
the  plant  itself  stopping  the 
development  of  fungus  from 
within. 

Tests  have  confirmed  that 
Amistar  provides  excellent 
fHwwses  control  and  is  effec- 
tive agains  a wide  range  of 
fungal  disease  resulting  in 
significant  crop  yield  gains. 
The  natural  origins  of  azox- 
ystrobin  mean  ftis  also  envi- 
ronmentally friendly  and  is 
safe. 
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ENVIRONMENTAL  ACHIEVEMENT  by  Vanessa  Houlder 


Putting  a gloss 
on  the  dross  - 


Methods  of  dealing  with  waste  are  proving  profitable 


A single  theme  dominates 
this  year’s  Queen's  Awards 
for  Environmental  Achieve- 
ment: the  search  for  better 
ways  of  dealing  with  manu- 
facturing waste. 

Four  of  the  five  winners 
have  developed  new  pro- 
cesses for  treating  waste 
from  manufacturing  pro- 
cesses. In  so  doing,  they 
have  cut  costs,  reduced  the 
risk  of  environmental  dam- 
age and,  in  some  cases, 
transformed  the  waste  into 
benign  and  useful  products. 

Jesse  Brongh  Metals 
Group,  a Staffordshire-based 
business,  has  won  the  award 
for  an  innovative  process  to 
help  the  aluminium  industry 
purify  dross,  the  waste  gen- 
erated during  smelting. 

It  has  come  up  with  a 
method  of  recycling  dross 
that  offers  an  environmen- 
tally-friendly  alternative  to 
dumping  the  waste  in  lan d- 
I fill  sites. 

The  technique  involves 
separating  the  dross  into 
metallic  aluminium  and 
metallic  oxide  products.  As 
weB  as  extracting  the  metal, 
the  company  processes  the 
oxide  products.  They  axe 
classified,  mixed  and 
blended  into  powdered  met- 
allurgical products,  which 
are  used  in  steelmaking, 
ceramics  and  aggregates.  As 
a result,  the  company  avoids 
the  need  to  send  the  dross  to 
landtm  tips. 


Esmfl  Process  Systems,  a 
company  employing  15 
people  based  in  High 
Wycombe  in  Buckingham- 
shire, has  also  developed  a 
process  that  saves  costs  by 
recycling  waste  products.  Its 
“zero  discharge"  wood  pulp 
effluent  and  water  recovery 
system  reuses  all  the  waste, 
both  liquid  and  solid,  from 
the  manufacturing  process. 

It  recovers  the  suspended 
and  dissolved  solids  In  the 
forms  of  a dewatered  "cake", 
which  is  fed  as  fuel  into  a 
waste  heat  recovery  boiler. 
The  liquid  waste  is  purified 
and  re-used  in  the  mannfar. 
turing  process.  The  process 
has  a doable  financial  bene- 
fit h turns  the  waste  into 
useful  products  and  elimi- 
nates disposals  costs. 

Synetix,  a Blllingham- 
based  company  that  is  part 
of  ICI,  has  also  found  an 
environmentally-sensitive 
method  of  dpaiing  with  man- 
ufacturing waste.  Its  HYDE- 
CAT  process  deals  with  the 
sodium  hypochlorite  - better 
known  as  bleach  - which  is 
produced  whenever  chlorine 
Is  produced  or  used. 

Bleach  is  not  usually  con- 
sidered to  be  a useful 
by-product  from  chlorine 
manufacture,  because  the 
market  is  relatively  small. 
Moreover,  it  is  potentially 
hazardous  - a leak  can 
cause  widespread  damage  to 
local  wildlife. 


Conventionally,  the  bleach 
has  been  treated  by  adding 
another  qhemical  before  its 
disposal.:  But  this  approach 
is  costly  -and  risks  creating 
an  environmental  hazard  If 
the  wrong  dosage  of  the  sec- 
ond chemical  is  used. 

The  novel  process  devel- 
oped by  Synetix  in  the  late 
1980s  uses  a metal  catalyst 
to  decompose  the  bleach, 
converting  it  to  oxygen  and 
salt,  which  are  both  easy 
and  safe  to  dispose  of.  The 
process,  which  Is  now 
installed  In  more  than  20 
units  - around  the  world, 
allowed  one  of  Synetix 's  cus- 
tomers to  reduce  the  cost  of 
treatment  hypochlorite  from 
£300,000  to  £30,000  a year. 

Zeneca  Metal  Extraction 
Products,  a specialist  chemi- 
cal..company  based  in  Man- 
chester which  is  part  of 
Zeneca  Group,  won  its  award 
for  ,a  novel  process  that  dra- 
matically reduces  the  overall 
quantity  of  effluent  from  one 
of  its  'production  processes. 
It  also  replace  a hazardous 
effluent  with  one  that  is 
environmentally  benign. 

The  company's  research- 
era  wanted  to  improve  the 
manufacturing  process  of  a 
complex  chemical  known  as 
P5Q,  which  is  used  to  extract 
copper  from  waste  ore,  so 
that  it  did  not  produce  toxic 
by-products. 

vThe  result  was  a magne- 
sium-based process  that  pro- 


duced magnesium  sulphate 
as  a by-product  which  can  be 
safely  released  into  the  envi- 
ronment. The  technology 
reduced  the  components  of 
the  effluent  by  85  per  cent 
for  each  kilo  of  product 

By  addressing  the  short- 
comings of  the  previous  pro- 
cess, Zeneca  was  able  to 
scale  up  its  manufacturing 
process  and  increase  yields 
by  30  per  cent  and  signifi- 
cantly reduce  production 
costs. 

Cardiff-based  Exotherm 
Products  has  developed  an 
energy-efficient  electrical 
heater  for  melting  plastic  for 
the  plastic  moulding  indus- 
try. By  using  improved 
materials  for  the  heating 
coils,  the  power  consump- 
tion of  the  heaters  has  been 
reduced  by  at  least  a third. 
For  the  customer,  the  device 
offers  both  reduced  energy 
bills  and  an  unproved  envi- 
ronment for  machine  opera- 
tors. 

On  the  face  of  it.  Exoth- 
erm has  little  In  common 
with  the  other  winners  of 
the  award,  because  it  is  not 
tackling  waste  from  a spe- 
cific manufacturing  process. 
But,  in  reality,  it  offers  a 
variation  on  the  same 
theme.  By  cutting  energy 
consumption,  the  product  is 
-helping  reduce  emissions  of 
greenhouse  gases,  which  is 
one  of  the  most  problematic 
waste  issues  faced  by  the 
industrialised  world. 

The  old  adage  “where 
there’s  muck,  there's  brass" 
still  holds:  dealing  with 
other  peoples' waste  can  be  a 
profitable  business.  But.  as 
these  Queen’s  Awards  dem- 
onstrate, there  are  also  rich, 
dividends  from  reducing  or 
eliminating  waste  alto- 
gether. 
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and  ‘Amy’ 

hit  Broadway 
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with  pity  at  two  sides  of  every- 
thing tfl]  the  day  I die'"  shouts 
the  despondent  anarchist  Larry 
Slade  near  the  end  of  O'NeilTs 
The  Iceman  Cometh,  and  tbe  sen- 
timent gets  at  what  is  both  sche- 
matic and  compelling  in  not  only 
the  O’Nefll  play,  which  is  being 
given  a revival  at  the  Brooks 
Atkinson,  but  also  in  David 
Hare's  1997  drama  Amy’s  View. 
which  has  just  opened  on  the  fee- 
ing side  of  West  47th  street. 
These  London  imports,  which  are 
experiencing  the  kind  of  hard-to- 
get  ticket  status  usually  reserved 
for  starry  musicals,  are  an  actors' 
face-off,  too:  in  the  O'Neill  jersey, 
Kevin  Spacey;  wearing  Hare’s 
colours,  Judi  Dench. 

Set  in  1912  in  a Manhattan 
saloon,  which  has  been  fitted  out 
by  the  designer  Bob  Crowley  in 
snug  naturalistic  fashion.  Iceman 
contains  the  blunt  duality  of  a 
thesis  play:  in  this  case,  truth 
versus  illusion.  Each  of  the  bro- 
ken-down bums  and  whores 


in 


Ifris  Hbpperesque  flophouse  has  a 
“pipe  dream"  that  is  recounted 
while  the  holder  waits  Godot-like 
for  the  salesman  Hickey  (Spa**y>, 
who  will  try  to  strip  them  of 
their  hope- fuelling  lies. 

O’Neill’s  thesis  device  severely 
limits  the  play’s  claim  to  master- 
work  status,  at  least  if  we  are  to 
reserve  that  accolade  for  the 
playwright's  later,  greater  Long 
Day’s  Journey  Into  Night.  But 
within  his  tidy  Iceman  structure 
O’Neill  packs  so  many  stories 
and  songs,  lilts  and  lamentations, 
that  a lively  production,  which 
the  new  revival,  directed  by 
Howard  Davies,  certainly  is, 
transcend  the  play’s  limitations. 

Nonetheless,  the  play's  core  is 
essentially  a point-counterpoint 
between  Larry  and  Hickey,  and 
everything  else  is  orchestrated 
around  their  debate.  Larry,  blus- 
tering! y played  by  Tim  Pigott- 
Smith,  is  the  exponent  of  pity 
and  tbe  necessity  of  illusions, 
Hickey  the  partisan  of  tbe  purg- 
ing power  of  truth.  Luckily  for 


Acton'  face-off:  Judi  Dench  in  David  Hare's  ’Amy's  View1  and  Kevin  Spacey  in  Eugene  OUeffs  The  Iceman  Cometh1 


the  audience,  the  ethical  rigour 
to  which  they  subject  the 
saloon’s  denizens  does  not  rob 
the  play  of  its  enormous  enter- 
tainment value. 

How  could  it,  when  the  produc- 
tion’s supporting  cast,  most  of 
wham  are  new  to  the  Broadway 
version,  is  so  festive?  Almost  all 
of  them  - from  Paul  Giamatti's 
soulful  Jimmy  Tomorrow,  whose 


final  speech  is  almost  unbearably 
moving,  to  Michael  Emerson's 
Willie  Oban,  wbose  sodden  Har- 
vard drinking  song  puts  one  in 
mind  of  Joseph  Mitchell's  real-life 
Harvard  down-and-out,  Joe  Gould 
- are  excellent.  The  exception  is 
Robert  Sean  Leonard's  Don  Par- 
rttt.  This  young  man  with  a 
guilty  conscience  is  a prototypi- 
cally  thankless,  role,  all  torture 


and  ties,  but  it  Is  not  unplayable, 
and  Leonard  bag  thus  far  foiled 
to  find  a way  to  unlock  its 
secrets. 

Spacey.  on  the  other  hand,  the 
impetus  for  the  production's  jour- 
ney from  London's  Almeida  to 
the  West  End  to  Broadway,  is  so 
for  into  his  role  that  he  seems  to 
be  grinning  at  his  own  progress. 
This  is  not  meant  as  a criticism: 


a coiled,  charismatic,  and  some- 
times unctuous  actor.  Spacey  has 
always  liked  the  sound  of  his 
own  voice,  and  if  he  has  perhaps 
too  much  opportunity  to  listen  to 
himself  here  that  Is  O'Neill's 
doing  as  much  as  the  perform- 
er's. 

In  its  trip  from  London  to  New 
York.  Judi  Dench's  Esme  Allen 
has  undergone  a contrasting 


metamorphosis;  her  performance 
feels  more  economical.  Such  a 
change  Is  in  keeping  with  Esme's 
emotional  trajectory:  at  the 
beginning  of  the  play  she  is  a- 
West  End  actress  with  a subur- 
ban-country house;  at  its  end  a 
reduction  in  aicumstances  has 
forced  her  to  "dig  deeper"  into 
her  craft. 

Would  that  Hare  bad  done  tbe 
same  with  his  sometimes  shrill 
script  Like  Iceman,  Amy’s  View 
is  almost  impossibly  schematic. 
Unlike  tbe  O'Neill  drama,  how- 
ever, tbe  Dench  vehicle  lacks 
humane  heft  and  sprawl.  Essen- 
tially a debate  between  Esme, 
who  stands  for  an  England  of 
theatre  and  flower  shows  and 
pub  suppers,  and  ber  son-in-law 
Dominic,  who  embodies  movies 
and  last  money  and  Incessantly 
ringing  mobile  phones,  the  play 
stacks  the  deck  in  favour  of 
Esme' s values.  By  tenaciously 
bolding  on  to  them  she  may  lose 
everything,  but  Hare  imbues  her 
with  a kind  of  spiritual  grace  he 
does  not  allow  Dominic. 

Dominic's  unlikabQlty  is  exac- 
erbated by  the  performance  of 
Tate  Donovan,  the  American 
actor  who  portrays  the  ambitious 
tyro  on  Broadway.  Dominic  had 
always  been  a lout,  but  now, 
thanks  to  Donovan’s  wavering 
technique,  he  is  a lout  with  a 
lousy  accent.  Yet  such  is  the 
undeniable  quiet  power  of 
Dench's  Esme,  and  Hare's  crude 
yet  compelling  story,  that,  what- 
ever one  may  think  of  its  drama- 
turgy, Amy's  View  lingers  in  the 
mind  long  after  the  curtain  has 
come  down. 


'The  Iceman  Cometh*  is  at  the 
Brooks  Atkinson  Theatre,-  'Amy’s 
View*,  tbe  Ethel  Barrymore  Theatre. 


NEW  YORK  CITY  OPERA  INTERMEZZO 
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A slice  of  life 
from  Strauss 


Readers  of  the  vital  Strauss- 
BoSmmmsthal  correspondence  have 
long  known  that,  while  he  may  have 
lacked  the  verbal  refinement  of  his 
librettist,  the  composer  himself  had 
a persuasive  way  with  words,  a keen 
and  lively  mind.  And  so  it  shoald 
come  as  no  surprise  to  learn  that 
when,  forced  to  do  without  the  poet, 
Strauss  sat  down  and  wrote  his  own 
libretto,  he  produced  a well-made, 
entertaining,  and  often  affecting 
piece  of  work,  which  he  then  set  to  a 
rich,  shimmering  score. 

On  tbe  surface,  the  work  is  simple. 
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domestic;  and  Its  very  simplicity 
may  be  the  reason  why,  in  the 
decades  since  it  was  written  (in 
1923),  critics  and  also  audiences  have 
tended  to  dismiss  It 
Unabashed,  the  librettist  Strauss 
narrates  a conjugal  dust-up,  a real 
event  tn  his  own  life,  when  his  noto- 
riously difficult  (but  deeply-loved) 
wife,  convinced  of  his  infidelity, 
threatened  to  divorce  him.  But  the 
composer  Strauss,  in  giving  body  to 
his  little  drama,  filled  It  with 
nuance:  thus,  in  the  opening  scene, 
when  the  impossible  FYau  Stored  is 
scolding,  commanding,  arguing, 
some  langourous,  hauntingly  roman- 
tic phi-*1***  are  adumbrated  in  the 
orchestra,  a restrained  complement 
to  the  wifely  rant.  Only  later  are 
these  sumptuous  phrases  allowed  to 


develop,  to  swell  and  glow  and 
reveal  their  foil  beauty,  on  a level 
with  the  greatest  moments  of  Ara- 
bella and  RosenJcavaHer.  And,  speak- 
ing of  Rosenkavaher,  there  is  also  a 
superb  waltz  scene  in  Intermezzo,  as 
Strauss-  offers  yet  more  proof  of  his 
dancing,  magic  wit. 

For  all  its  humour  and  its  excel- 
lent factore.  Intermezzo  cannot  be  an 
easy  wort:  to  mount  and,  in  fact 
this  City  Opera  production  is  the 
first  full  staging  in  New  York 
(about  a decade  ago  Andrew  Porter 
devised  a "semi-staged”  performance 
that  has  remained  memorable}.  This 
new  staging  - based  on  a 1990 
presentation  at  the  Glimmerglass 
Festival  - upstate  - was  in  the 
hands  of  Broadway  director  Leon 
Major,  who  won  the  appreciation  of 
the  audience  with  some  effective 
jokes,  turning  the  orchestral 
interludes  between  the  numerous 
scenes  into  comic  pantomime. 
Some  of  these,  finally,  outstayed 
their  welcome  (especially  a rain- 
storm episode  that  exhausted  the 
comic  possibilities  of  wind-whipped 
umhreDhs). 

But,  fortunately,  Major  was  able  to 
count  ah  the  presence  of  the  versa- 
tile, always  impressive  Lauren 
Flanigan  as  Christine  (as  Strauss 
called  his  heroine):  domineering, 
gulHbte,  basically  good  and  loving, 
always  human,  the  City  Opera’s  star 
soprano  illustrated  every  conixadip: 
tary  facet  of  her  challenging  part. 
And,  while  ber  hectoring  scenes 
were  convincing  and  fanny,  she 
could  also  summon  melting,  sweet 
tones,  pearly  high  notes,  and  silken 
phrasing  in  the  tender,  pensive 
scenes  which  the  composer  naturally 
provided  for  her. 

The  part  of  Strauss’s  alter  ego, 
composer-conductor  Robert  Starch, 
was  snug  by  the  young  baritone 
John  Hancock,  a strong  stage  pres- 
ence and  a strong;  suave  singer.  In 


Dhsiiating  every  contradictory  facet  of  her  challenging  part  Lauren  Hantaan 


Us  assured,  steady  way.  he  matched 
the  bravura  of  his  leading  lady.  As 
the  feckless  Baron  Lumxner,  the 
tenor  Matthew  Chellis  (a  NYCO 
Alma  viva  and  Nanki-Poo).  was  con- 
vincing; even  appealing. 

The  hard-worked  George  Manahan 
(he  is  conducting  the  lion's  share  of 
thin  season’s  repertory)  seemed  to 
have  a special  sensitivity  to  this 
score:  the  orchestra  sounded  rich 
without  over-dramatising  the  contra- 
dictions. and  he  resited  what  must 
have  been  a terrible  temptation  to 
give  tbe  emotions  tree  rein,  to 
indulge  the  many  romantic  hints.  As 


a result,  the  work  retained  its  con- 
versation-piece quality,  and  though 
Flanigan's  considerable  talent  was 
appropriately  exploited,  she  did  not 
give  us  simply  a star  turn. 

Martha  Mann's  costumes  looked 
like  real  clothes;  this  was  her  auspi- 
cious NYCO  debut.  Also  working 
with  the  company  for  tbe  first  time, 
Andrew  Jackson  designed  bright, 
versatile  sets,  matching  the  clarity 
of  the  Porter  translation  and  the 
enunciation  of  the  cast. 


William  Weaver 


MUSIC  IN  BLOOMINGTON  LEONARD  BERNSTEIN 


Effect  is  not  everything 


It  seemed  a perfect  idea. 
Leonard  Bernstein,  the 
greatest  all-round  American 
musician  of  the  century, 
would  have  been  80  this 
year.  Although,  since  the 
recorded  legacy  lives  on, 
there  is  no  need  to  re-assess 
his  conducting  skills,  his 
wide-ranging  but  relatively 
small  body  of  music  - some- 
times reviled,  occasionally 
over-praised  - does  demand 
constant  reconsideration. 

He  cherished  his  associa- 
tion with  tbe  Music  Faculty 
of  Indiana  University  in 
Bloomington,  and  it  was  that 
Institution ' which  hosted 
“Leonard  Bernstein:  An 
Eightieth  Anniversary  Cele- 
bration”. 

Bloomington  certainly  has 
the  necessary  resources.  Its 
1300  students  enjoy  a state 
of  the  art  opera  theatre  and 
concert  ball,  with  a stage  as 
big  as  that  at  the  Met  with 
all  the  necessary  accoutre- 
ments. even  though  Its  audi- 
torium is  relatively  small. 
But  after  a few  days  of  the 
festival  my  impression  was 
that  everything  being  done 
here  was  for  the  good  of  the 
institution's  image  rather 
than  for  genuine  educational 
benefit  properly  integrated 
Into  the  curriculum  of  tbe 
students.  Precious  few  of 
them  attended  most  of  the 
concerts  I wait  to,  with  the 
exception  of  the  1954  Sere- 
nade for  violin  and  orches- 
tra, one  of  Bernstein’s  most 
accomplished  works,  which 
was  played  - superbly  - by 
faculty  member  Yuval 
Yaron.  He  was  ably  sup- 
ported by  tbe  Chamber 
Orchestra  under  tbe  baton  of 
one  of  Bernstein's  later  pro- 
teges. Michael  Morgan, 
another  name  to  watch. 

The  other  concerts  I heard 
were  also  Impressively 


accomplished.  Bloomington 
is  strong  on  singers  and  tbe 
soprano  Holly  Wilson  gave  a 
polished,  sharply  observed 
performance  as  Dinah  in  the 
one  act  opera  Trouble  in 
Tahiti  in  the  Chamber 
Orchestra  concert.  In 
another  concert  mezzo  Kim- 
berley Gratland  James  and 
baritone  David  Meyer  were 
both  excellent  in  Arias  and 
Barcarolles,  and  another 
mezzo,  Janice  HauxweU,  and 
a bass.  Matt  Curran,  shone 


Excerpts  from 
‘Candide*  were  a 
reminder  of  just 
how  marvellous 
his  tune-writing 
could  be 


out  from  the  sextet  of  sing- 
ers in  a resourcefully  scored 
two-piano  version  of  Song- 
fest  A former  Dean,  Charles 
Webb,  and  another  young 
conductor,  Michael  Barrett, 
who  had  conducted  Chiches- 
ter Psalms,  the  Divertimento, 
Opening  Prayer  and  the 
hilarious  Auto-da-fe  scene 
from  Candide  in  the  Univer- 
sity Orchestra's  concert  the 
previous  evening,  were  the 
pianists. 

Bernstein's  vocal  music 
tends  to  be  either  merciless 
in  its  candour,  extremely 
sentimental,  or  simply  very 
clever  in  its  play  on  words 
and  sounds.  Yet  sometimes 
}t  seems  to  miss  something; 
rather  like  much  Poulenc  it 
decorates  rather  than  grips. 
And  sometimes  his  inevita- 
ble hastiness  shows,  though 
the  excerpts  from  Candide 


served  as  a reminder  of  just 
how  marvellous  his  tune- 
writing  could  be. 

But  perhaps  the  first  two 
symphonies,  Jeremiah  and 
The  Age  of  Anxiety , given  in 
the  opening  concert  by  the 
Philharmonic  Orchestra,  the 
crime  de  la  crime  of  the  fac- 
ulty. under  David  Effron,  do 
show  marks  of  greatness. 
Both  are  impressive  achieve- 
ments and  both  were  mag- 
nificently played,  with 
important  contributions 
from  another  singer.  Masako 
Teshima  (studying  in  New 
York)  in  Jeremiah  and  from 
pianist  Bloomington  profes- 
sor Shigeo  Neriki  in  the 
demanding  concertante  role 
in  The  Age  of  Anxiety. 

This  concert  also  Included 
a piece  in  which  Bernstein 
had  no  hand,  save  as  pro- 
vider of  the  prize  money  for 
the  Leonard  Bernstein 
Young  Composers  Competi- 
tion it  has  just  won.  Drip  by 
David  Mall  am  ud.  a 25-year- 
old  Philadelphian,  held  the 
interest  for  a boldness  it 
promised  rather  than 
achieved.  Owing  something 
to  John  Adams’s  variety  of 
inlniTrmTiapi  and  to  the  filmic 
language  of  certain  Ameri- 
can composers  keener  on 
popularity  than  substance, 
this  work  seemed  neverthe- 
less to  contain  the  seeds  of 
something  more  individual. 
Mallamud  has  another 
orchestral  commission  with 
a catchy  title.  Frenzy,  sched- 
uled for  a world  premiere  at 
Carnegie  Hall  in  May.  I 
would  be  Intrigued  to  hear 
from  him  a string  quartet 
called  String  Quartet.  Even 
the  showman  Bernstein 
would  agree  that  effect  is  not 
everything. 


Stephen  Pettitt 
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Louisiana  Museum  of  Modem 
Art;  Humlebaek 

Tel:  45-4919  0719 
www.toulstana.dk 
The  Asian  City  of  the  90s:  display 
focusing  on  the  processes  of 
cuttural,  pofftfcal  and  economic 
development  in  Asia,  and  on  the 
dialogue  between  East  and  West; 
to  Apr  21 


Summers  conducts  a staging  by 
Braham  Murray,  with  designs  by 
Simon  Higiett;  Apr  23,  25 
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DANCE 

Het  Mudektheater 
Tefc  31-20-551  8 911 
Nedertands  Dans  Theater  I. 
programme  of  works  by  lng6T» 
ligHtfoot,  Kyiiiun  and  Van  Manen, 
Apr  21, 23 


FLORENCE 

CONCERT 
Teetro  Comunate 
Tel:  39-055-211158 
www.maggtoffomntino.coni 

Orchestra  del  Maggio  Musicals 
Ftorentfno:  conducted  by 
Semyon  Bychkov  m works  by  a 
Strauss  and  Brahms,  wfth  piano 
soloist  Andrea  Luccheslni;  Apr 
22, 23 


OPERA 

Netherlands  Opera,  Het 

Muzjektheater 

7efr.3T-20-557 

OteUtx  by  Verdi.  Co^uctedby 
Carlo  Ffei  in  a stagtofl 
Michael GrOtoer,  wfth  a 
by  Vladimir  Soffachw;  Apr  22,  & 


TJM* 


m 


BERLIN 

DANCE 

Deutsche  Oper 
Tek  49-30-34384-01 
Tokyo  Saflet  In  a Maunce  B^art 
programme  comprising 

Strarinsky’a  Le  Sacre  de 

Prmtemps  and  ^ 

Ravd’s  Bolero;  Apr21 


OPERA  ■ 

Teatro  Cocnunate  1 ■ - 

Tel:  39455-21 1158  ' 

The  Queen  of  SpadeA*  by 
Tchaikovsky*  Conducted  by 
Semy0n  Bychkov  in  a staging  by 

. *fth  Netherlands  n*  - 

Op4ra  National  de  Pans,  Apr  21, 

24 


LONDON 

CONCERTS 
Barbican  Had 

Tet  44-1  n -638  8891 
Pteddo  Domingo:  zarzuela 
concert,  wfth  foe  Orchestra  of 
the  Royal  Opera  House 
conducted  by  Miguel  Roa, 
soprano  Ainhoa  Artete  and 
mono- soprano  Cecilia  Diaz;  Apr 
25 

Queen  Elizabeth  Had 
Tel:  44-171-960  4242 
London  Mozart  Players:  Matthias 
Bamert  conducts  works  by  Bach, 
Beethoven,  Mozart,  and  Michael 
Nyman.  Featuring  Bruno 
Leonardo  Getberon  piano,  David 
Junto  on  vtoiln.  and  Judith 
Busbridgeon  viola;  Apr  22 
Royal  festival  Hal  - 
Tel:  44-171-960  4242 
Philharmonia  Orchestra:  Christen 
TTijetemann  conducts  in  works  by 
Schumann;  Mozart,  and  Brahms; 
Apr  22  V 


highlights  include  a staging  of 
Handel’s  opera  Lotario  at  the 
Britten  Theatre,  with  the  London 
Handel  Orchestra  conducted  by 
Denys  Dariow/Paul  Nicholson 
and  soloists  from  the  Royal ' 
College  of  Musk:  (Mar  23-25); 
concerts  at  St  George's  Chapel, 
Windsor  Castle,  St  George’s  ' 
Church,  Hanover  Square  and  St 
Andrew's  Church  In  Holbom;  to 
Apr  25 


Wolf  and  Tchaikovsky;  Apr  21, 
22,23 


OPERA 
Sadler’s  Weds 
Tet:  44-171-863  8000 
The  Royal  Opera:  Paul  Bunyan, 
by  Benjamin  Britten.  Staging  by 
Francesca  ZambeOo,  conducted 
by  Richard  Hickox  (replaced  by 
Chris  WiUls  on  Apr  27);  Apr  23, 
24, 26 


NAGOYA 

EXHIBITION 

Nagoye/Boston  Museum  of 
Fine  Arts 

www.nagoya-bQston.or.jp 
Art  of  the  Ancient  Mediterranean 
World;  inaugural  long-tarn 
display  of  more  than  220  objects, 
ranging  from  prehistoric  Egyptian 
earthenware  to  a fresco  from 
Pompei;  to  Jul  15 


York  State  Theater 

Tet:  1-212-870  5570 
www.nycopera.com 
Madama  Butterfly:  by  Puccini. 
Conducted  by  Guido  Johannes 
Rumstadt  in  a staging  by  Mark 
Lamos  with  sets  by  Michael 
Yeargan  and  costumes  by 
Constance  Hoffman;  Apr  22,  24 


Hummingbird  Centre 
Tet:  1-416-363  6671 
www.coc.ca 

The  Golden  Ass:  by  Randolph 
Peters.  A world  premiere  with  a 
libretto  by  Robertson  Davies 
based  on  the  ancient  fable; 
directed  by  CoHn  Graham  and 
conducted  by  Richard  Bradshaw; 
Apr  21,  23,  25 


COPENHAGEN 

exhibition 


HOUSTON 

Grand  Opera, 

Wortham  Center 

Tel:  1-713-227  2767 

premiere  of 
new  opera  aet  in 

Laura  Harrington.  Patrick 


EXHIBITION 
National  Gallery  : 

Tet  44-771-539  3327  - 
Portraits  by  Ingres;  Images  of  an 
Epodt  40  paintings  and  50 
drawings  ty  the  19th  century 
French  painter.  Includes  majbr 
loans  from  museums  In  France, 
the  US  and  elsewhere;  then 
touring  to  the  US;  to  Apr-25 


LOS  ANGELES 

CONCERT 

Musk:  Center:  Dorothy 

C handier  PsnriHon 

Tel:  1-213-385  3500 
www.laphil.org 
Los  Angetes  Phflharmonlc:  - 
conducted  by  Alan  Gilbert  in 
works  by  Bernstein.  Ruggles, 
John  WiWams,  and  Copland; 
featuring  David  Brekfenthal  on 
bassoon;  Apr  22, 24, 25 


NEW  YORK 

CONCERT 

Avery  Fisher  Hall,  Lmcoln 
Center 

Tet  1-212-875  5030 
wwwJincolncBntBr.org 
New  York  Philharmonic; 
conducted  by  Colin  Davis  in  the 
world  premiere  of  James 
MacMillan's  The  World's 

Ransoming,  with  English  horn 

soloist  Thomas  Stay.  The 
programme  is  completed  by 
Bruckner’s  Symphony  No.  9;  Apr 
22,  23. 24 


PARIS 

EXHIBITIONS 

Grand  Palais 

Tel:  33-1-4413  7730 

Un  ami  de  Cezanne  et  de  Van 

Gogh:  ie  docteur  Gachet 

(1828-1909).  Exhibition  devoted 

to  the  doctor  and  painter  who 

was  a friend  to  Cezanne,  Pisano, 

Monet  and  Renoir  as  well  as  to 

Van  Gogh;  then  transferring  to 

New  York;  to  Apr  26 

MuaSe  du  Louvre 

Tet:  33-1-4020  5157 

www.touvre.fr 

Le  Pyramide  du  Louvre  a 10  Arts: 
programme  of  lectures,  walks, 
concerts  and  films,  celebrating 
the  pyramid's  10th  anniversary; 
to  Apr  21 


VIENNA 

OPERA 

Wiener  Staatsoper 
Tel:  43-1-51444 
Gavafleria  Rusticana;  by 
Mascagni/Pag llacd  by 
Leoncavallo.  Simone  Young 
conducts  a staging  by 
Jean-Piene  Ponnella;  Apr  25 


TV  AND  RADIO 

• WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 


FESTIVAL 

London  Handel  Festival 
Tel:  44-181-336  0990  . 
London  Handel  Festival:  • 


MUNICH 

CONCERTS 
Philharmonle  Gastelg 

Tet:  49-89-5481  8181 

• European  Brass  Band 
Championships;  Apr  24 

• Munich  Philharmonic 
Orchestra:  conducted  by 
Manfred  Honeck  in  works  by 


EXHIBITION 

Metropolitan  Museum  of  Art 

Tet:  1-212-879  5500 
www.mebwseum.org 
18th  Century  French  Drawings  in 
New  York  Collections:  highlights 
of  a century  of  collecting, 
featuring  100  outstanding 
examples  by  59  artists  including 
Watteau,  Boucher  and 
Fragonard;  to  Apr  25 


OPERA 

Op£ra  National  de  Paris,  Optra 
Bastille 

Tet:  33-1-4473  1300 
www.opera-de-paris.ff 
Lohengrin:  by  Wagner. 
Conducted  by  Mark  Elder  in  a 
staging  by  Robert  Careen,  with 
designs  by  Paul  Steinberg;  Apr 
22,25 


EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 


• CNN  International 

Monday  to  Friday,  GMT: 


0&30:  ManeyBne  wfth  Lou  Dobbs 
13.3(fc  Business  Asia 
19,30:  World  Business  Today 
22JXm.  World  Business  Today 
Update 


OPERA 

New  York  City  Opera,  New 


TORONTO 

OPERA 

Canadian  Opera  Company, 


• Bua'ness/Market  Reports: 
05:07;  06:07;  07:07;  0820;  09-^0; 
1020;  11-20;  1132;  12:20;  1320; 
14:20. 
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FINANCIAL  TIMES  WEDNESDAY  APRIL  21  1999 


COMMENT  & ANALYSIS 


MARTIN  WOLF 


The  cost  of  debt 


Private-sector  bank  lending  to  emerging  markets  should  be 
made  more  costly  In  order  to  prevent  excessive  reliance  upon  it 


The  spring  meetings  of  the 

International  Monetary 
Fund  and  World  Bank  in 
Washington  may  be  a last 
chance  for  policymakers  to 
learn  lessons  from  two  years 
of  turmoil  in  emerging 
markets. 

Already,  as  order  returns 
to  financial  markets  and  the 
afflicted  economies  begin 
their  slow  return  to  health, 
the  attention  of 
policymakers  is  beginning  to 
wander.  But  those  who  do 
not  learn  from  experience 
are  doomed  to  repeat  iL 
. One  lesson,  now  widely 
accepted,  is  that  adjustable 
peg  exchange  rates  are  very 
dangerous.  Another,  as  yet 
insufficiently  accepted,  is 
that  foreign  currency  debt  is 
an  enormously  risky  way  to 
finance  economic 
development.  Efforts  to 
make  these  risks  more 
apparent  - to  -internalise" 
them,  as  economists  say  - 
would  be  desirable  even  if 
they  reduced  capital  flows. 

- Indeed,  they  are  desirable 
because  they  should  reduce 
-these  flows. 

: Unfortunately,  a powerful 
‘lobby  - the  creditor 
J Institutions  - is  stoutly 
"opposed  to  almost  all  the 
: measures  needed  to  achieve 
this  result.  The  hanks' 
position  can  be  judged  from 
i recent  analyses  by  the 
-Washington-based  Institute 
-for  International  Finance, 
'-the  “global  association  of 
'financial  institutions"  * 

The  HFs  central  point  is 
'that  the  1990s  have,  in 
practice,  seen  a completely 
. different  approach  to 
■international  financial  crises 
.'from  that  of  the  1960s.  In  the 
:-1980s,  syndicated  loans  from 
’ international  banks  to 
• sovereign  borrowers  were 

''the  dominant  form  Of 

financial  flow.  Consequently, 
^rescue  packages  included 
' rescheduling  and  ultimately 
'the  writing  off  of  much  of 

- the  lending.  But  in  the 


context  of  the  “more  robust 
and  diversified  capital 
markets  of  the  1990s”,  a 
different  and  - for  the 
lenders  - more  satisfactory 
approach  has  emerged.  This 
consists  of  “prompt 
restoration  of  confidence  and 
access  to  private  capital 
markets  through  policy 
adjustments  backed  by 
sizeable  but  relatively 
short-term  official 
financing". 

The  IIFs  description  of 
what  has  been  happening  is. 
alas,  correct  Then,  in 
keeping  with  the  welcome  it 
gives  to  this  approach,  it 
goes  on  to  argue  against 
virtually  any  compulsion 
upon  private  lenders. 

Voluntary  agreement  Is, 
agues  the  OF,  preferable  to 
coercion  in  overcoming  the 
i collective  action  problems 
attendant  upon  the  creditor 
rush  for  the  exit.  Similarly, 
it  rejects  imposed  standstills 
on  payment,  compulsory 
rescheduling  of  loans  and 
lending  by  international 
financial  institutions  to 
countries  in  arrears,  unless 
consent  from  the  bulk  of 
private  lenders  is 
forthcoming.  Again,  it 
opposes  the  forced 
incorporation  of  procedures 
for  the  rescheduling  of  loan 
contracts  at  times  of  crisis. 

Yet,  while  the  OF  sets 
itself  against  “dirigiste 
solutions",  it  is  happy  to  see 
governments  come  forward 
with  money  raised  - by 


dirigiste  means  - from  their 
citizens.  Unsurprisingly,  it 
also  sees  little  or  no  "moral 
hazard"  in  provision  of 

public  funds  for  the  rescue 
packages.  It  is  also  happy  to 
see  “official  sector  risk 
mitigation ...  on  a limited, 
targeted  basis  to  facilitate"  a 
country  ’s  return  to  the 
capital  market 

The  IIF  justifies  its 
support  for  the  present 
approach  and  rejection  of 
compulsion  or  any  official 
action  to  strengthen  the 
hand  of  debtors,  by  arguing 
that  this  would  increase  the 
cost  and  lower  the  supply  of 
lending.  Indeed,  it 
I specifically  refers  to  the 
“scar  tissue"  left  behind  by 
the  forced  reschedulings  of 
the  1980s.  These  scars,  it 
argues,  delayed  new  lending. 

The  OF  position  is 
obviously  self-interested.  It 
is  also  cheeky.  What  it 
ignores  is  the  pivotal  role 
played  by  bank  lending  in 
causing  these  crises. 

Look  at  the  table.  Between 
1993  and  1996  net  lending  by 
banks  accounted  for  71  per 
cent  of  the  increase  in  total 
net  capital  flows  and  62  per 
cent  of  the  increase  in 
private  net  flows  to  the  29 
most  important  emerging 
market  economies. 

What  came  in  then  rushed 
out:  net  lending  by  banks 
accounted  for  110  per  cent  of 
the  decline  in  total  net 
flows  and  81  per  cent  of 
the  decline  in  private  net 


How  tha  banks  helped  create  the  emerging  market  crisis 
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flows  between  1996  and  1996. 
The  swing  in  the  current 
account  of  the  Republic  of 
Korea  between  1996  and  1998 
was  around  18  per  cent  of 
gross  domestic  product;  in 
Thailand,  it  was  even 
greater,  at  20  per  cent  of 
GDP.  Such  massive  external 
adjustments  are  inevitably 
associated  with  deep 
recessions  and  cause  mass 
bankruptcy  in  the  private 
sector.  Yet  without  the 
banks  there  would  have 
been  no  crisis:  for  the  five 
most  affected  Asian 
economies,  three-quarters  of 
the  net  swing  In  private 
external  finance,  between 
19%  and  1998,  was  accounted 
for  by  the  commercial  hanks 
alone. 

The  banks,  in  particular, 
and  debt-creating  Inflows,  in 
general,  have  therefore  been 
behind  all  the  volatility. 
Direct  investment  has  been 
impressively  stable.  While 
the  movements  of  portfolio 
equity  have  been  more 
unstable  than  direct 
Investment,  it  does  at  least 
have  the  advantage  over 
lending  that  an  outflow 
generates  declining  equity 
prices  rather  than  mass 
bankruptcy  among  those 
who  received  the  money. 

Why  should  institutions 
that  bear  so  much  of  the 
blame  for  the  crisis  dare  to 
argue  for  official  rescue? 
Their  answer  - that  rescue 
guarantees  the  swiftest 
possible  return  to  lending  - 
Is  unpersuasive,  not  because 
it  is  untrue,  but  because  a 
return  to  large-scale  lending 
is  itself  undesirable. 

Short-term  debt  is  an 
intrinsically  risky  form  of 
finance.  In  the  domestic 
context,  however,  the 
presence  of  a credible  lender 
1 of  last  resort,  of  tough 
regulation  and  of  effective 
bankruptcy  procedures  helps 
make  the  risks  manageable. 
On  the  international  stage, 
however,  there  are  no 
equivalent  institutions.  Even 
well-developed  bankruptcy 
procedures  are  unable  to 
cope  with  the  bankruptcy  of 
much  of  the  corporate 
sector,  as  has  happened  in 
Indonesia. 

For  fragile  emerging 
economies,  in  particular, 
short-term  foreign  currency 
debt  provided  by  politically 
powerful  institutions  subject 
to  fits  of  extreme  euphoria 
and  panic  is  more  than 
risky,  it  verges  on  the 
suicidal.  The  most  important 
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single  objective  of  reform  of 
the  financial  system  should, 
therefore,  be  not  to 
maximise  the  flow  of 
debt-creating  international 
finance.  That  would  be 
unreasonable,  given  the 
costs  imposed  by  reversals  of 
those  flows,  especially  if  a 
country  has  a sizeable 
current  account  deficit. 

The  aim  should,  instead, 
be  to  increase  awareness  of 
the  risks.  That  is  why  heavy 
taxes  upon  short-term 
capital  inflows  are  sensible. 

It  is  also  why  it  is  right  to 
insist  upon  changes  in  debt 
contracts  that  would  allow 
smooth  renegotiation  of 
those  contracts  should 
circumstances  become 
unexpectedly  adverse.  In  the 
absence  of  a lender  of  last 
resort  or  smooth  bankruptcy 

procedures,  foreign  currency 
debt  has  to  be  made  more 
flexible  and  easier  to 
renegotiate. 

Contrary  to  the  HF”s 
argument,  what  it  calls  the 
1990s  approach  to  financial 
crises  - the  combination  of 
large-scale  official  support  , 
with  fierce  adjustment  in 
borrowing  countries  - has 
proved  a depressing!}/ 
unsatisfactory  way  to  run 

the  financial  system.  The 
risks  of  debt-creating 
finance,  particularly  from 
banks,  are  too  great.  Instead 
of  accepting  the  IIFs 
assumption  that  creditors 
must  never  be  compelled  to 
adjust,  that  is  precisely  what 
I those  responsible  for  the 
international  financial 
system  should  be  seeking, 
ideally  in  the  initial  loan 
contracts. 

Inevitably,  enforced 
changes  in  contracts  that 
facilitate  renegotiation  or 
allow  automatic 
rescheduling,  subject  to 
penalties,  will  reduce  the 
willingness  to  lend  and 
increase  the  price  of  loans. 

But  that  15  a nnngirmTnaHnn 
devoutly  to  be  wished.  The 
sooner  those  involved 
internalise  the  risks,  rather 
than  hope,  as  now,  that  they 
can  be  shifted  on  to  someone 
else,  the  better  for  everyone. 


LETTERS  TO  THE  EDITOR 
West  will  lose  interest  in  follow-through 


From  Mr  Geoffrey  K.  James. 

Sir.  One  hopes  Philip  Step- 
hens’ optimism  about  the 
prospects  for  military  suc- 
cess in  Kosovo  will  prove 
justified  (“Fighting  a just 
war”,  April  16).  Several  con- 
cerns come  to  mind,  how- 
ever. First,  what  will  be 
Nato's  solidarity  and  com- 
mitment to  Kosovars  once 
Slobodan  Milosevic  has 
moved  Serbian  civilians  - 
say,  the  Krajina  refugees  - 
into  Kosovo?  Given  western 
politicians’  squeamish  ness,  a 
resolve  to  return  by  military 
force  to  the  status  quo  ante 
seems  inconceivable. 

Second,  public  statements 
in  the  west  have  consistently 
made  clear  our  intent  to- 
return  the  victims  of  Serbian 
madness  to  the  perpetrators 
in  defiance  of  logic,  decency 
and  the  Albanians’  own 
rejection  of  the  very  notion. 
Such  a lack  of  seriousness 
comforts  only  Belgrade. 

Third,  of  concern  is  the 
absence  of  any  discussion  as 
a military  and  political 
objective  of  reducing  perma- 
nently the  Serbian  ability  to 
threaten  its  neighbours.  If 
the  underlying  rationale  of 


western  policy  in  the  Bal- 
kans is  the  fear  of  a powder- 
keg  In  the  region,  would  not 
a long-term  military  pres- 
ence and  a ferocious  policy 
of  containment  be  a.  priority, 
and  articulated  as  such?  One 
com  imagine  all  too  easily 
the  west  quickly  losing  inter- 
est in  the  necessary 
follow-through  once  Mr  Mil- 
osevic gives  the  slightest 
indication  of  (feigned)  flexi- 
bflity.The  smell  of  a sell-out 
is  in  the  air. 


Geoffrey  K.  James, 
attorney  at  law, 

3515  Washington  Bvd, 
Arlington,  VA  22201,  US 


From  Mr  John  C.  Canos. 

Sir.  The  implication  that 
one  has  to  support  either 
Slobodan  Milosevic  or  Nato 
bombing  in  Kosovo  is  mis- 
leading. In  fact  it  is  quite 
possible  to  condemn  Mr  Mil- 
osevic's aims  and  methods 
while  believing  that  the 
Nato  bombings  are  an  inap- 
propriate way  of  combating 
them.  Nato  has  so  for  suc- 
ceeded in; 

• Undermining  the  UN  and 
therefore  international  law. 


John  C.  Carras. 

Thokm  15, 

Athens  10  555,  Greece 


Another  war  of  values  in  a different  guise 


* Report  of  the  Working 
Group  on  Financial  Crises  in 
Emerging  Markets,  January 
1999,  Involving  the  Private 
Sector  in  the  Resolution  of 
Financial  Crises  in  Emerging 
Markets,  April  1999.  https/l 
www.  Of.  com /public,  him. 


From  Mr  Frederick  Pinter. 

Sir,  In  his  excellent  article 
Philip  Stephens  raised  the 
real  issue  at  stake  in  the  war 
in  Kosovo.  Underlying  the 
opposing  forces  are  indeed 
two  different  value  systems, 
those  of  the  multi-cultural 
democratic  west  and  those  of 
the  dictatorship  of  Slobodan 
Milosevic. 

Every  war  is  a war  of  val- 
ues, a fight  for  the  truth 
against  lies.  Under  the  guise 
of  a battle  for  territory  the 
war  in  Bosnia  was  also  a bat- 
tle between  two  opposing 
views  of  civil  life.  This  war 
taught  us  there  are  ideals 
that  reach  beyond  those  of 
the  “territorial  sovereignty" 
of  states,  namely  those  of 
human  rights.  A state 
should  exist  only  to  protect 
and  defend  the  rights  of  its 


own  citizens,  so  when  It 
murders  tifem  en  masse  it 
forfeits  its  legitimacy  and 
must  stop  such  actions. 

The  questions  facing  us 
today  are  not  those  of  state 
sovereignty  or  boundaries 
but  whether  we  can  provide 
protection  for  all  citizens  of 
peace-loving  countries 
regardless  of  race,  religion 
or  ethnicity.  The  political 
evolution  that  has  occurred 
within  the  countries  of  the 
European  Union  demon- 
strates how  our  understand- 
ing of  the  “sovereign  state" 
has  radically  transformed 
itself: 

It  is  also  a measure  of  how 
much  the  world  has  changed 
recently  that  Germany  has 
taken  a clear  stance  in 
defence  of  western  values  in 
Kosovo  whereas  Israel's  posi- 


tion is  ambiguous  at  best. 
Yet  these  values  should  be 
those  of  an  civilised  coun- 
tries. developed  or  not  rich 
or  poor. 

States  can  no  longer  use 
the  defence  of  “territorial 
sovereignty”  as  an  excuse 
for  the  wholesale  murder 
and  rape  of  innocent  people 
anywhere  in  the  world.  It  is 
time  so-called  intellectuals 
realised  that  we  must  strug- 
gle to  share  our  Ideals  of  jus- 
tice and  protection  from  per- 
secution with  all.  These 
values  have  no  meaning  if 
we  reserve  them  for  those  of 
os  lucky  enough  to  be  living 
in  democratic  countries. 


Frederick  Pinter, 

434  Renal  Monzen-nakacho, 
l-3-l  Rtchttfima,  Kofo-ku, 
135-0044  Tokyo,  Japan  - 
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Jilted  once  again 


France  is  discovering  the  hard  way  that  politically  driven  alliances  cut  little  ice  in  the 
world  of  international  business,  say  Robert  Graham  and  David  Owen 


Adultery  and  trea- 
son are  heavy 
charges.  But  these 
accusations  are 
flying  around  Paris,  directed 
against  Deutsche  Telekom 
over  its  sudden  espousal  of 
an  alliance  with  Telecom 
Italia,  in  spite  of  its  existing 
strategic  partnership  with 
France  Telecom. 

At  the  official  level  an  icy 
silence  prevails.  A terse 
statement  released  by  the 
French  company  on  Monday 
said:  "Our  agreements  with 
Deutsche  Telekom  are 
dearly  defined  and  any  uni- 
lateral change  in  strategy  is 
incompatible." 

This  pointed  observation 
scarcely  conceals  the  sense 
of  betrayal  felt  by  France 
Telecom  and  government 
officials  over  the  opportunis- 
tic way  the  German  telecoms 
group,  state-controlled  like 
its  French  counterpart,  has 
embraced  the  idea  of  creat- 
ing a European  telecoms 
giant.  Newspaper  headlines 
have  been  more  candid.  One 
in  Liberation  read:  “Adul- 
tery in  the  phone  business". 
“Dramatic  betrayal"  read 
another. 

With  the  proposed  Italo- 
German  venture  still  in 
doubt.  French  officials  are 

reacting  with  caution.  One 
senior  official  observed:  “It 
has  come  about  In  a curious 
way  to  fend  off  an  Olivetti 
bid  and  there  are  many  hur- 
dles to  be  overcome.  Yet 
even  if  it  fails.  It  will  be  hard 
to  rebuild  the  strategic  alli- 
ance with  France  Telecom.” 

This  is  the  second  recent 
occasion  in  which  a German 
group  has  been  willing  to 
sacrifice  a politically  impor- 
tant link-up  with  a French 
company  for  a better  oppor- 
tunity elsewhere.  Dasa,  the 
German  aerospace  company, 
broke  off  tripartite  negotia- 
tions with  France's  Aerospa- 
tiale and  British  Aerospace 
to  form  a European  defence 
and  aerospace  group  in 
favour  of  a more  interesting 
alliance  with  BAe.  That  this 
deal  eventually  foundered 
because  BAe  in  turn  spurned 
Dasa  for  an  all-British  group, 
did  not  diminish  the  French 
sense  of  rejection. 

! Paris  was  also  sidelined 
i when  London  and  Frankfurt 
decided  last  year  to  launch  a 
joint  platform  for  trading 
European  stocks.  The  move 
came  in  spite  of  strong  com- 
mitments between  the 


E-majh  com$girard-penegaux.ch 
http://www.girard-perregaux.ch 


n b s o 6 i * riou 
iffTOVflQFessioMneuC 
HU+vnnwsNH 


Frankfurt  and  Paris  bourses 
to  develop  business. 

The  immediate  blow  this 
week  is  therefore  probably 
more  to  French  amour 
propre  than  France  Tele- 
com’s long-term  develop- 
ment. Under  Michel  Bon, 
chairman,  the  French  group 
is  widely  perceived  as  a well- 
run  company  that  has  made 
a good  fist  of  the  transition 
from  state-owned  monopoly 
to  a partly  privately  held 
entity  fighting  for  market 
share  In  a fast-moving  global 
telecoms  market 

The  tie-up  with  Deutsche 
Telekom  was  not  that  popu- 
lar to  begin  with,  although  it 
was  cemented  last  year  with 
a cross-shareholding  deal 
that  gave  each  company  a 2 
per  cent  stake  in  the  other. 
A full-scale  merger  was 
never  considered,  although 
the  two  companies  spoke  of 
generating  revenues  of  more 
than  <TObn  (£6.6bn)  in  2003 
from  their  joint  ventures. 

The  biggest  of  these  is 
Global  One,  an  alliance 
between  France  Telecom, 
Deutsche  Telekom  and 
Sprint  of  the  US,  which  pro- 
vides services  to  multina- 
tionals. Analysts,  however, 
doubt  whether  it  can  be 
developed  into  a profitable 
and  strategically  significant 
company.  France  Telecom, 
for  its  part,  insists  it  can 
develop  its  international 
business  without  a merger. 

More  importantly,  the 
Deutsche  Telekom-Telecom 
Italia  move  is  fruther  proof 
that  politicians  can  no  lon- 


ger influence  business  alli- 
ances in  Europe  when  mar- 
ket forces  dictate  consolida- 
tion in  sectors  exposed  to 
international  competition. 
This  trend  is  being  digested 
much  more  slowly  in  Paris 
than  elsewhere  in  Europe  - 
even  though  the  French 
business  establishment  has 
moved  significantly  away 
from  traditional  dirigisme. 

The  original  idea  for  a 
tie-up  between  France  Tele- 
com and  Deutsche  Telecom 
was  eminently  political  and 
defensive.  Conceived  by  the 
previous  rightwing  Jupp§ 
administration  at  the  end  of 
1996,  it  helped  cement  the 
Paris-Bonn  axis  by  locking 
their  countries’  two  fully 
state-owned  telecoms  groups 
Into  a defensive  alliance 
against  the  impending  liber- 
alisation of  telecommunica- 
tions in  the  EU. 

When  the  Jospin  govern- 
ment took  over  in  mid-1997 
and  proceeded  (against  its 
election  pledge)  with  the  par- 
tial sell-off  of  France  Tele- 
com,  this  link-up  was  still 
seen  in  the  broader  context 
of  France  and  Germany  con- 
trolling the  political  and  eco- 
nomic destiny  of  Europe. 

Yet  the  feet  that  the  Ger- 
man partner  could  have 
been  so  easily  and  quickly 
seduoed  away  suggests  the 
lack  of  a bard-nosed  assess- 
ment of  where  the  two 
groups  were  going  together 
Certainly  neither  the  previ- 
ous nor  the  present  French 
government  had  envisaged  a 
merger:  The  Socialist-led 


Jospin  administration,  like 
its  Conservative  predecessor, 
believes  in  building  up 
national  champions.  In  the 
current  climate  of  deregu- 
lation within  Europe,  this 
means  France  is  encourag- 
ing the  construction  or 
French-controlled  groups 
which  would  be  better  posi- 
tioned in  the  event  of  cross- 
border  alliances. 

Noth  withstanding  its  suc- 
cessful partial  privatisaticat 
France  Telecom  has  been 
one  of  the  flagships  of  thfa 
policy.  Two  others  key  sec- 
tors - banking  and  aero- 
space/defence - have  experi- 
enced this  “Franco-French’ 
approach.  The  government 
and  opposition  parties 
remain  profoundly  hostile  to 
financial  institutions  falling 
into  foreign  hands.  Thus  the 
three-way  takeover  battle 
between  Banque  Nationale 
de  Paris,  Paribas  and  Soci6t€ 
Generate  is  being  conducted 
on  the  understanding  the 
government  will  block  any 
foreign  white  knight.  - 
In  aerospace,  a large 
national  champion  is' being 
built  round  the  state- 
controlled  Aerospatiale  in 
conjunction  with  the  pri- 
vately owned  Lagad&re 
group.  This  choice  itself  was 
conditioned  by  an  earlier 
decision  to  protect  Thom- 
son-CSF,  the  state-  con- 
trolled defence  electronics 
group,  by  allying  it  with 
Alcatel,  the  telecoms  equip- 
ment specialist.  In  these 
cases  the  Franco-French 
approach  has  been  placed 
above  the  question  of  share- 
holder value. 

However,  shareholder 
value  is  coming  increasingly 
to  the  fore  in  France  as  the 
government  proceeds  with  a 
surprisingly  broad  policy  of 
Privatisation.  The  virtual 
absence  of  local  pension 
funds  has  enabled  foreign 
investors,  notably  UK  and 
US  funds,  to  build  op  size- 
able stakes  In  the  capital  of 
French  companies.  This  is 
shifting  the  weight  towards 
shareholder  value  and  for* 
tog  big  companies  to  be 
toore  transparent. 

The  Deutsche  Telekom 
affair  has  finally  exposed  the 
fault-lines  in  the  national 
champion  approach.  It  has 
brought  home  the  need  for 
French  business,  especially 
where  the  state  still  seeks  to 
have  an  important  say,  to  be 
more  assertive. 


9 Strengthening  Mr  .Milos-: 
eric’s  position  in  Serbia. 

• Seriously  weakening  MUo 

Dinkanovic,  president  of 
Montenegro.-  ■ ; . . 

• Undermining  Ibrahim 

Kugova,  elected  pngi6ent  of 
the  Kosovars,  in  fiwpur  of 
the  Kosovo  Liberation  Army, 
providing  Mr  Milosevic  mth 
an  opportunity  to  ethnically 
cleanse  on  a scale  that 
would  have  been  incoriceiy- 
able  without  war  and  the 
removal  of  -United  Nations 
verifiers.  ■ 

9 Undermining  the.  security 
of  Albania  and- above- all 
Macedonia  with  its  Jarge'voL. . 
atile  Albanian  minority.  - 

• Laying  itself  open-  to 
charges  of  hypocrisy  -when 
Kosovo  is  compared  'with' 
Krajina- 

If  Nato  is  serious  about 
helping  refugees  to  return 
home  and  preventing  a com- 
plete breakdown  of  stability; 
in  the  Balkans,  compromises 
must  be  made  by  all  for  a 
political  solution  as  soon  as 
possible. 
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financial  times 

Wednesday  April  21  1999 

The  world 
economy  turns 


Financial  markets  have  calmed; 
Asia  is  showing  signs  of  improve- 
ment; and  the  US  economy  con- 
tuses to  speed  away.  The  Inter- 
national  Monetary  Fund,  in  its 
latest  assessment  of  the  world 
economy,  believes  that  despite 
Latin  America’s  troubles,  these 
positive  developments  are  the 
beeUmlngs  of  a global  economic 
revival.  But  the  road  to  recovery 
may  not  be  a smooth  one. 

The  IMF  forecasts  that  world 
output  growth  thic  year  will  be 
much  the  same  as  last  year,  at  2.3 
per  cent.  But  as  “the  recovery 
gathers  speed,  next  year’s  growth 
should  reach  3.4  per  cent,  equal 
to  the  1980s  average. 

What  could  interrupt  this  pro- 
cess?  The  IMF  identifies  two 
nsks.  The  first  is  further  prob- 
lems in  the  emerging  markets. 
Confidence  has  been  returning, 
but  there  are  still  plenty  of  troub- 
lespots  which  could  send  inves- 
tors running  scared.  The  Chinese 
economy  is  slowing,  and  fears  of 
a devaluation  have  not  gone 
away;  Brazil  remains  vulnerable; 
and  Russia  continues  its  plunge 
into  economic  chaos. 

The  second  risk  stems  from  the 
external  imbalances  that  are 
building  up  in  the  world's  three 
major  economic  blocs  - the  Euro- 
pean Union,  Japan,  and  the  US. 
Growth  in  the  three  has  been 
very  uneven,  partly  reflecting  the 
varying  boldness  of  their  policy- 
makers, partly  their  stage  in  the 
economic  cycle.  The  consequence 
is  that  the  US  has  played  a domi- 
nant role  in  keeping  the  world 


economy  moving. 

Growth  in  ;l/S  domestic 
demand,  fuelled  partly  by  a drop 
in  private  savings,  accounted  for 
almost  half  the  total  growth  in 
world  demand  and  output  last 
year.  The  US  absorbed  most  of 
the  trade  shock  from  the  Asian 
crisis;  this  year,  it  Is  expected  to 
do  the  same  for  i-sWn  America. 
The  result:  a current  account  def- 
icit which  the  IMF  expects  to 
reach  $3l0bn  (3te  per  cent  of 
gross  domestic  product)  this 
year,  accompanied  by  virtually 
unprecedented  levels  of  net  pri- 
vate-sector dissaving.  Meanwhile, 
the  euro-zone  and  Japan  are  run- 
ning large  current  account  sur- 
pluses. This,  as  the  IMF  hints,  is 
not  sustainable. 

The  question  is  how,  and  when, 
these  imbalances  will  he 
resolved.  The  IMF  believes  that 
adjustment  will  be  gradual.  But 
experience  shows  that  the  such 
corrections  . have  often  been 
much  more  rapid,  and  painful.  A 
knock  to  equity  prices,  perhaps 
combined  with  a failing  dollar, 
would  resolve  the  imbalances  - 
but  at  great  cost  to  global  stabil- 
ity and  U&  economic  growth. 

To  limit  the  damage  of  such  a 
rapid  correction,  two  things 
would  be  critical.  One  is  the 
response  of  US  monetary  and  fis- 
cal policy.  The  other  is  the  ability 
of  the  EU  to  take  over  as  the 
motor  of  global  demand.  The 
message  is  that  in  today’s  unbal- 
anced wprld  economy,  policy- 
makers must  be  prepared  to  react 
quickly  to  protect  global  growth.. 


Wrong  number 


The  merger  being  discussed  by 
Deutsche  Telekom  and  Telecom 
Italia  is  shaping  lip  as  a monster 
of  a deal  in  more  than  just  the 
financial  sense.  Far  from  creating 
a global  giant,  it  risks  perpetua- 
ting industrial  dinosaurs,  at  die 
expense  of  the.  evolution.  Of. 
Europe's  telecommunications 
market  If  a deal  is  agreed,  EU 
competition  authorities,  njust  be 
on  guard  against  that  danger. 

No  persuasive  industrial  -ratio- 
nale has  yet  been  advanced  for 
the  plan.  It  appears  to  be  moti- 
vated more  by  opportunism  and 
defensiveness  by  two  former 
monopolies  struggling  uncom- 
fortably to  adjust  to  fast- 
changing  markets.  Telecom 
Italia,  which  is  trying  to  fend  off 
a hostile  bid  by  Olivetti,  seems 
driven  by  near-desperation. 

That  is  a poor  basis  for  any 
merger.  All  the  more  so  In  this 
case,  because  the  challenge  of 
Integrating  different  corporate 
cultures  will  be  pQed  on  top  of 
existing  pressures  to  restructure 
the  companies’  operations.  The 
tradition,  of  myopic  nationalism 
and  government  intervention  in 
Europe's  telecoms  industry  win 
make  those  tasks  no  earner. 

But  even  if  a merger  failed  to 
energise  the  two  companies'  per- 
formance, It  could  make  it  easier 
for  them  to  stifle  competition. 
European  industrial  champion 
strategies  still  beguile  many  EU 
politicians,  particularly  when 
large . numbers  of  Jobs  are 


involvedr  The  larger  the  cham- 
pion, thfir  more  seductive  the 
argument  that  it  is  too  big  to  fail 
- and -the  stranger  the  tempta- 
tion to  bend  the  rules  In  its 
favour. 

The  risk  is  particularly  great  in 
.this  instance,  because  the 
restraints  on  misguided  meddling 
are  so  fragile.  Effective  regula- 
. tipnjs  essential  to.  open  telecoms 
marke&iiad  prevent  monopoly 
abuses.  But  in-  Italy  and  Ger- 
many, regulators  are  stm  strug- 
gling against  the  political  odds  to 
establish  their  authority.  That 
makes  tough  EU  scrutiny  of  a 
merger  aD  the  more  essential. 

It  should  aim  not  Just  to  stop 
unhealthy  domination  of  mar- 
kets, but.  actively  to  free  theta. 
As  a mmtmiim,  a merged  group 
should  pe  required  to  account 
separately  for  - and,  if  necessary, 
divest  — individual  businesses.  It 
should  also  be  compelled  to  allow 
competitors  unimpeded  inter- 
connection  with  its  networks. 

[Deutsche  Telekom  and  Tele- 
com Italia  need  to  prove  that  a 
merger  ftould  contribute  to  a 
more  vigorous  market,  and  not 
perpetuate  obsolete  corporate 
structures 'and  practices.  By  chal- 
lenging thflni  to  do  so,  Brussels 
could  alsq  boost  the  broader 
cause  of  reform  in  Europe,  where 
the  emphasis  is  still  too  much  on 
making  fojaner  monopolies  less 
inefficient,  father  than  on  max- 
injising  competition  and  opportu- 
nities for  market  entry. 


After  yesterday's  scheduled 
yi eating  between  John  Prescott, 
UK  deputy  prime  minister,  and 
Rodney  Slater,  US  transportation 
secretary,  officials  from  the  two 
countries  should  finally  be  able 
to  get  down  to  negotiating  a new 
aviation  agreement  Both  sides 
want  a new  accord  by  the  aid  of 
the  year  before  the  US  gets  down 
to  serious  electoral  campaigning. 

It  has  been  a long  haul,  but  the 
outlines  of  a new  agreement  - 
which  will  replace  the  restrictive 
Bermuda  n accord  - are  becom- 
ing clearer.  There  will  be  no 
immediate  move  to  open  skies; 

the  two  governments  are 
fflrpjy  to  agree  a phased  opening 
of.  London's  Heathrow  airport  to 
all  US  airlines. 

The  opening  of  Heathrow  is  a 
large  concession,  because  it  is 
something  the  UK  can  only  do 
once.  The  local  carriers  based 
there  - British  Airways,  British 
Midland  and  .Virgin  Atlantic  - 
will  face  Car  more  competition 
than  they  do  today.  Consumers 

will  benefit,  but  shareholders  and 

employees  of  the  airlines  are  enti- 
tled to  asfc  what  does  the  US  • 
offer  in  return? 

The  UK  has  made  two 
demands:  that  the  US  operate 
domestic  aviation  market  to  out- 
sider and  that  it  abandons  its  / 
“Fly  America"  policy,  which 
requires  American  civil;  servants 
to  travel  on  US  carriers. 

The  US  defence  department . 
argues  that  Fly  America  is 


needed  for  national  security,  rea- 
so ns,  as  it  means  Washington 
can  requisition  US-owned  aircraft 
during  times  of  emergency.  But 
this  - argument  is  weakened 
because  foreign  alliance  partners 
of  US  carriers  are  permitted  to 
carry  US  public  officials  too. 
Defending  the  prohibition  on  for- 
eign camera  operating  domestic 
services,  US  officials  and  execu- 
■ three  offer  the  limp  excuse  - that 
the  lminng  insist  on  it 

More  plausibly,  they  say  lifting 
both  restrictions  win  require  conr 
tentious  legislation  that  cannot 
be  enacted  by  the  end  of  the  year. 
Also,  wpBwing.  the  US  domestic 
market  will  mean,  lifting  the  25 
per  cent  cap  on  /foreign  owner- 
ship of  US  airlines.  This  is  best 

negotiated  between  the  ' US  and 
the  EU,  or  on  a worldwide  basis, 
as  other  countries'  foreign  owner- 
ship Emits  will  need  to  be  lifted 
too,  , • 

All  this  is  true,  -but  the  pro- 
posed new  US-UK’-  agreement 
offers  ."a  solution:;  The  move 
towards  open  sKies  ls  likely  to  be 
phased  in  over  three  to  five 
years.  The  UK  should  stipulate 
that  the  final  opening:  of  its  mar- 
ket win  occur  only  when  the  US 
has  enrtftd  its  own  ainprotection- 
. ism.  This  would  give  Washington 
plenty  of  time  to  ensure  the  ueo-  ■ 
assay  legislation  is  enacted-  And 
by  ppgnring  the  full  liberalisatiofl 
.of  the  US  market,  the  UK  wiB 
have  done  airline  passengers 
everywhere  a favour,  <; 


Real  test  still  to  come 

Brazil  has  found  its  feet  since  the  currency  crisis.  Now  it  must  stick  to  planned  reforms,  says  Geoff  Dyer 


If  everything  goes  to  plan. 
Brazil  will  raise  at  least 
$lbn  (EGOOm)  in  the  interna-, 
tianal  bond  markets  on  Fri- 
day, just  three  months  after  the 
country  was  plunged  into  a cur- 
rency crisis  in  January.  The  bond 
Issue  will  be  the  most  striking 
proof  yet  of  the  rapid  recovery  in 
the  fortunes  of  Latin  America’s 
largest  economy. 

The  turnaround  in  the  cur- 
rency market  has  been  dramatic. 
In  early  March,  when  the  Real 
was  trading  at  R$2£0  to  the  dol- 
lar. a devaluation  of  45  per  cent, 
many  Brazilians  were  near 
despair  at  the  prospect  that  a 
weakening  currency  would  soon 
beget  high  inflation. 

Just  over  a month  later  the 
Real  is  at  around  RJ1.70,  follow- 
ing an  inflow  of  short-term  funds, 
and  some  economists  are  even 
suggesting  that  the  currency  is 
now  too  strong  and  should  be 
encouraged  to  depreciate  a touch 
to  give  more  of  a boost  to  the 
country’s  exports. 

It  is  astonishing  to  remember 
just  how  close  to  meltdown  Bra- 
zil came.  For  several  weeks  from 
late  January  to  early  March,  the 
economy  was  walking  a narrow 
tightrope.  President  Fernando 
Henrique  Cardoso  admitted  last 
weekend  that  he  thought  his 
anti-inflationary  reform  plan 
might  be  dead  on  January  29. 
when  a small  nm  on  the  banks 
began.  The  turnaround  in  confi- 
dence came  just  in  time. 

Brazil’s' rehabilitation  has  been 
remarkably  rapid.  Mexico  was 
shut  out  of  the  international 
bond  markets  for  six  months  fol- 
lowing its  currency  crisis  in 
December  1994.  South  Korea  had 
to  wait  nearly  five  months  before 
launching  a bond  issue  after  it 
threatened  to  default  on  its  for- 
eign loans  in  December  1997. 
Indonesia  and  Malaysia  have  stm 
not  returned  to  the  bond  market 
The  rapidity  of  Brazil's 
rebound  has  been  based  on  sev- 
eral-factors: First,  it  has  bene- 
fited from  the  relative  strength 
and  solidity  of  its  banking  sector. 
During  the  Asian  crisis,  devalua- 
tion whiplashed  the  real  econ- 
omy in  many  countries  because 
of  banking  collapses.  In  Mexico, 
failing  banks  exacerbated  the 
surge  in  inflation. 

With  hindsight.  Brazil  was 
lucky  to  experience  a banking 
crisis  in  1S95-96  during  a period 
of  relative  market  calm.  The  gov- 
ernment took  that  opportunity  to 
force  shotgun  marriages  on  sev- 
eral struggling  large  banks,  white 
encouraging  the  entry  of  foreign 
hpnkm  Although  two  small  banks 
faced  .problems:,  during  the 
crisis,  the  system  as  a 


Emerging  markets  are  back 
in  favour  with  western 
investors.  In  the  last  few 
days,  Brazil,  Chile,  Colombia, 
Mexico  and  Korea  have  taken 
advantage  of  the  sharp  improve- 
ment in  investor  sentiment  to 
tap  the  international  bond  mar- 
kets. Malaysia  and  Bulgaria  are 
planning  to  follow  suit 
This  would  have  been  impossi- 
ble three  months  ago  because 
investors  were  still  smarting 
from  Russia’s  debt  default  fast 
August.  The  default  prompted 
investors  to  move  money  out  of 
emerging  market  bonds  into 
safer  western  government  bonds 
and  highly  rated  corporate  debt, 
depriving  emerging  market  gov- 
ernments of  access  to  private 
sector  capital.  The  price  of 
emerging  market  debt  plum- 
meted, positing  up  yields  to 
record  levels  compared  with  US 
Treasury  bands. 

But  in  the  past  few  weeks. 


whole  has  not  been  threatened. 

Second,  unlike  in  Aria,  there 
was  no  real  estate  boom  in  the 
run-up  to  the  crisis  in  Brazil,  nor 
a corporate  borrowing  binge. 
Bank  loans  are  equivalent  to  just 
over  20  per  cent  of  gross  domestic 
product  In  Brazil,  compared  to 
around  BO  per  cent  in  many  of 
the  Asian  tiger  economies. 
Reared  in  an  environment  of  con- 
stant boom-bust  cycles,  most  Bra- 
zilian companies  learnt  long  ago 
the  virtues  of  a conservative  bal- 
ance sheet 

The  value  of  this  corporate  con- 
servatism was  highlighted  by  Mr 
Cardoso  on  a visit  to  London  yes- 
terday. “Our  financial  system 
was  in  good  shape.  No  one  impor- 
tant went  into  bankruptcy 
because  of  the  crisis.  No  Brazil- 
ian debt  was  not  paid.  Brazilian 
businessmen  made  a consider- 
able effort  to  pay."  he  said. 

Third,  the  predictability  of  the 
devaluation  helped  restrain  its 
Impact  The  crisis  did  not  begin 
with  the  January  13  devaluation 
but  with  the  Russian  default  the 
previous  August  It  was  then  that 
investors  began  to  steadily  with- 
draw funds  from  the  country  - 
reserves  fell  by  $40bn  between 
August  and  January.  Whan  the 


devaluation  came,  investors  did 
not  need  to  rush  for  the  door. 

Finally  - and  perhaps  most 
important  - has  been  Brazil's 
achievement  in  keeping  inflation 
consistently  lower  than  expecta- 
tions. At  the  worst  point  in  the 
crisis,  a few  investment  banks 
forecasted  consumer  price  Infla- 
tion as  high  as  70  per  cent  for 
1999.  The  economists  who  com- 
pile the  Pipe  index  of  consumer 
prices,  one  of  the  most  closely 
watched  measures  of  inflation  in 
Brazil,  are  now  predicting  an 
increase  of  just  9 per  cent,  a fig- 
ure endorsed  by  the  president 
yesterday: 

Control  of  inflation  has  come 
at  a price.  High  interest  rates 
have  been  used  to  squeeze 
demand  and  prevent  companies 
from  raising  prices.  As  a result 
Brazil  has  tipped  into  recession, 
although  not  as  severe  as  seemed 
likely  two  months  ago.  Mr  Car- 
doso seems  confident  that  the  fall 
in  GDP  this  year  will  be  less  than 
the  4 per  cent  indicated  to  the 
International  Monetary  Fund. 

Whatever  the  domestic  costs, 
financial  markets  have  reacted 
euphorically  to  Brazil's  achieve- 
ment so  far.  In  February,  high 
inflation  or  a domestic  debt 


restructuring  were  considered 
genuine  possibilities.  As  those 
fears  receded,  the  Real  stabilised 
and  domestic  shares  rose 
sharply.  However  a small  correc- 
tion in  share  prices  this  week 
after  a scandal  over  a bank  do- 
sure  shows  how  fragile  that  sen- 
timent might  turn  out  to  be. 

Moreover,  the  avoidance  of  a 
financial  meltdown  does  not 
mean  all  the  economy’s  underly- 
ing problems  have  been  solved. 
Lower  interest  rates  are  essential 
if  the  debt  burden,  now  repre- 
senting 50  per  cent  of  GDP,  is  to 
be  sustained  in  the  medium-term. 
This  in  turn  requires  long-term 
solutions  to  the  country's  deficits 
on  its  budget  and  current 
account 

In  theory,  the  devaluation  will 
ease  pressure  on  the  current 
account  by  boosting  exports.  And 
re-entry  to  international  bond 
markets  will  make  it  easier  to 
finance  the  deficit  However,  the 
trade  balance  has  yet  to  show  the 
sort  of  improvement  that  will  cre- 
ate a stable  balance  of  payments 
outlook.  The  government  has 
forced  through  a series  of  tax 
increases  and  spending  cuts  in 
order  to  meet  the  target  agreed 
with  the  IMF  of  a primary  budget 


Emerging  from  the  dark 


yields  have  tumbled  as  investors 
have  rushed  back  into  emerging 
market  bonds.  They  have  been 
attracted  by  signs  of  renewed 
economic  growth  in  Asia,  and 
Brazil's  success  in  stabilising  its 
currency.  Fears  that  other  Latin 
American  economies  would  be 
affected  by  Brazil’s  troubles  have 
also  receded. 

This  has  encouraged  Investors 
to  resume  their  search  for  better 
yields  in  the  band  markets. 
“This  is  the  credit  cycle  at 
work,”  said  Giles  Keating,  chief 
economist  at  CSFB.  “Equity  and 
bond  markets  in  the  US  and 
Europe  are  overvalued  while 
emerging  markets  are  clearly 
undervalued,  so  investors  are 
moving  back  again.” 

So  far  this  year  Latin  Ameri- 
can borrowers  have  issued  more 


than  SlSbn  (£8bu)  in  bonds.  If 
the  current  level  of  Issuance  con- 
tinues, overall  volumes  could 
even  approach  the  record  $56bn 
raised  in  1397.  Demand  has  been 
so  great  that  many  new  Latin 
American  issues  could  bare  been 
sold  more  than  twice  over. 
Demand  for  bonds  from  Asia, 
which  has  much  lower  funding 
requirements  than  Latin  Amer- 
ica, is  even  stronger. 

Much  of  the  new  demand  has 
come  from  US  Insurance  and 
pension  funds  which  typically 
invest  between  one  and  10  per 
cent  of  their  international  port- 
folios in  high-yielding  bonds. 
Over  the  last  four  to  six  weeks 
they  have  been  steady  buyers  of 
emerging  market  - and  particu- 
lar Latin  American  - bonds. 

-But  in  contrast,  the  hedge 


funds  that  were  previously  big 
buyers  of  emerging  market 
bonds  to  make  short-term  trad- 
ing profits  bare  not  yet  rushed 
back  in.  After  last  year's  heavy 
losses,  the  hedge  funds  have  no 
“discernible  presence”,  says 
Ingrid  Iverson,  emerging  market 
fund  manager  at  Rothschild 
Asset  Management  in  London. 
“Russia  flushed  them  out.” 

“The  difference  between  the 
best  and  worst  credits  [Bke  Rus- 
sia and  Ecuador]  is  still  quite 
wide,”  says  Ms  Iversen.  “This  is 
a sign  that  we  are  not  in  a silly 
market." 

However,  Fabien  Pictet,  bead 
of  a London-based  hedge  fund, 
says  it  is  only  a matter  of  time 
before  investors  put  more  money 
into  emerging  markets.  “Condi- 
tions are  improving  and  valua- 


OBSERVER 


The  Kaiser’s 
growing  fury 

Franco  Tato.  or  "Kaiser  Franz"  as 
the  hard-boiled  chief  executive  of 
Italy's  state  electricity  utility  Enel 
is  known,  isn’t  amused  by 
Deutsche  Telekom’s  plans  to 
merge  with  Telecom  Haifa. 

He  feels  he's  been  stabbed  in 
the  back  by  the  German 
company,  which  only  days  ago 
was  one  of  Enel's  partners  in.  a 
telecom  m un  [cations  start-up 
called  Wind.  After  ail,  Wind’s  big 
Idea  is  to  go  after  Telecom  ItaHa 
on  its  home  turf. 

So  when  Italy's  stock  market 
watchdog  made  Telecom  Italia 
reveal  it  was  talking  with  - 
Deutsche,  Tato  gave  marching 
tetters  to  the  30  Deutsche  • - 
Telekom  employees  working  for 
Wind.  He's  even  begun  legal 
proceeding®  against  his  former 
German  partner.  And  France 
Telecom,  which  like'  Deutsche 
has  a 24.5  per  cent  state  in 
Wind,  isn't  best  pleased  either. 

The  no  nonsense  Tato  has 
even  more  steam  coming  out  of 
his  ears  due  to  the  latest  rumour 
doing  the  rounds  m Rome. 

informed  tongues  are  saying 
that  if  the.Tetecom  Haifa  takeover 
saga  does  daim  the  head  of 
franco  Bemabe,  the  telecom 
company's  chief,  Bemabe  could 
stin  claim  a consolation  prize. 

And  what  would  that  be? 

Perhaps  the  top.  job  at  Enel, 
currently  occupied  by  a certain 
character  with  a German 


nick-name? 

Presidential  pardon 

The  campaign  for  the  European 
Parliament  elections  In  dune  has 
thrown  up  an  intriguing  example 
of  Brussels’  top  dog  enjoying 
privileges  denied  to  lesser 
mortals. 

Jacques  Santer,  acting 
European  Commission  president 
after  the  EU  executive  committed 
political  suicide  last  month,  is 
staying  at  his  post  and  doesn't 
plan  to  leave  until  July.  That’s 
despite  befog  drafted  to  stand  for 
the  right  of  centre  Christian 
Social  party  in  his  native 
Luxembourg. 

Quite  a contrast  to  the  case  of 
Colette  Flesch,  director-  general 
of  the  commission’s  translation 
service  and  informatics  division. 
Flesch,  a former  Luxembourg 
foreign  minister,  .is  taking  unpaid 
leave  to  fight  the  election  as  a 
candidate  for  the  Luxembourg 
Democratic  party. 

Santer's  aides  say  he's  entitled 
to  stay  put,  since  he  won't  be 
campaigning  actively  for  his 
parliamentary  seat.  But  his 
decision  seems  even  odder  now 
that  Romano  Prodi,  his 
designated  successor,  has 
decided  that  standing  for 
parliament  would  be 
incompatible  with  his  future  role. 

Banking  blues 

Last  year's  US  banking 
“mega-mergers"  have  had  at 


least  one  big  effect.  For  years, 
the  US  banking  industry  has 
deluged  WaH  Street  with  earnings 
figures  on  the  third  Tuesday  of 
each  quarter. 

Analysts  and  financial  hacks 
dreaded  the  quarterly  arrival  of 
an  indigestible  pile  of  financial 
data  from  almost  every  bank  in 
the  country.  A few  days  later, 
people  would  finally  begin  to 
spot  the  nasty  little  surprises 
hidden  in  the  accounts. 

This  week,  Citigroup  and 
BankAmeriea,  now  the  two 
largest  banks  in  the  land,  chose 
to  bring  forward  their  results  by  a 
day,  creating  a Manic  Monday 
Instead  of  a Super  Tuesday. 

Analysts  might  complain  about 
the  timing,  but  at  least,  thanks  to 
the  merger  frenzy  of  tire  last  few 
years,  they  only  have  to  crunch 
their  way  through  two  reports, 
when  once  they  had  to  pore 
through  nine. 


Wordy 


it's  good  to  hear  that  Venezuelan 
president  Hugo  Chfevez  is  turning 
to  his  pen  rather  than  his  sword. 
Or  is  it? 

First  the  former  coup  leader 
sent  a letter  to  the  Supreme 
Court  demanding  special 
presidential  powers  - and  nearly 
triggered  a constitutional  crisis. 

Now  it’s  emerged  that  ChSvaz 
has  corresponded  of  late  with 
Carlos  the  Jackal,  convicted 
terrorist  and  the  most  notorious 
Venezuelan  around. 

Carlos,  a former  house-guest 


of  the  governments  of  Libya  and 
East  Germany  - and  not  the  sort 
of  person  one  would  expect  a 
democratic  western  nation  to 
cuddle  1^3  to  - is  currently 
resident  in  a French  jail. 

But  that  didn't  stop  Chavez 
from  signing  off:  “with  deep  faith 
in  the  cause  and  the  mission,  for 
now  and  for  ever,  Hugo  Chavez 
Frias."  The  letter,  he's  since 
explained , was  purely  a 
humanitarian  gesture.  Who’ll  be 
the  next  object  of  his  sympathy? 
Observer  dreads  to  think. 

Off  colour 

Personalities  aren't  the  only 

things  dashing  in  the  messy 
three-way  takeover  battle 
between  Sod  fete  Generate, 
Paribas  aid  Banque  Nationale  de 
Paris.  Even  the  colour  of  a 
banker's  suit  and  tie  has  become 
an  object  of  contention. 

Observer  hears  that  anyone 
from  aHies  SG  or  Paribas  who 
shows  up  wearing  green  - toe 
signature  colour  of  BNP,  which  is 
miking  a hostile  bid  for  them 
both  - is  Immediately  accused  of 
gang  over  to  the  enemy. 

But  it's  still  okay  to  consider 
the  woes  of  other  banks,  such  as 
Barclays,  presently  without  a 
permanent  chief  executive  after 
Michael  O’NeHI's  change  of 
heart 

‘It's  a pity  that  Great  Britain 
cant  watt  a bit  longer"  says  one 
SG  executive.  "There’ll  be  several 
chairmen  available  here  before 
long." 


surplus  (before  Interest  pay- 
ments) of  3,1  per  cent  of  GDP. 

This,  however,  will  require 
strict  control  of  spending 
throughout  the  year  in  the  face 
of  the  political  pressures  caused 
by  recession.  Moreover  some 
observers  see  the  fiscal  measures 
as  only  a stop-gap  solution. 
“They  are  a crash  diet  for  a com- 
pulsive eater,"  says  Winston 
Fritsch,  bead  of  Dresdner  Klein- 
wort  Benson  to  Brazil  and  a for- 
mer senior  nfftrini  at  the  finance 
ministry.  “But  we  still  need  the 
fundamental,  long-term  cure." 

The  government  has  made  a 
series  of  structural  reform  pro- 
posals to  attack  this  problem, 
ranging  from  shaking  up  the 
arcane  tax  system  to  reforming 
political  parties  to  introducing 
new  cuts  to  pensions.  A law  to 
introduce  fines  for  public  officials 
who  spend  beyond  their  budgets 
has  been  sent  to  Congress. 

With  his  popularity  falling 
because  of  recession,  Mr  Cardoso 
is  taking  a back-seat,  content  to 
watch  Congress  launch  two  high- 
profile  investigations  into  gov- 
ernment corruption.  But  it  may 
only  be  with  such  reforms  that 
Brazil  will  lay  the  groundwork 
for  stable,  long-term  growth. 
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tdons  look  cheap,"  said  Mr  Pictet 
"We  can’t  see  anything  upsetting 
this  trend  except  perhaps  a 
sharp  rise  In  US  interest  rates.” 

Edward  Luce  and 
Richard  Lapper 


100  years  ago 

London  ’bus  drivers 
London  ’bus  drivers  showed 
yesterday  that  they  were  not 
unmindful  of  the  fact  that 
“their  friends  the  Rothschilds” 
were  closely  interested  fa  the 
auspicious  ceremony  which 
took  place  In  Westminster 
Abbey.  Lady  Peggy  Primrose, 
or  toe  Countess  of  Crewe  as 
we  must  now  call  her,  received 
congratulations  from  aH  sorts 
and  conditions  of  men,  but  the 
display  of  white  wedding 
favours  on  the  This  whips,  and 
even  on  the  'buses 
them  selves,  was  a very 
graceful  celebration  of  the 
happy  occasion. 


50  years  ago 

CaH  for  Unity  in  Europe 
Europe  must  "think  and  plan 
aid  toil,”  declared  Mr  Winston 
ChurdhiH  yesterday  when  he 
opened  the  plenary  session  In 
London  of  the  Economic 
Conference  of  the  European 
Movement. 

‘if  Europeans  are  not  to  be 
paupers  or  slaves  toe  peoples 
of  Europe  will  have  to  sink  or 
swim  together. 

"We  have  foil  faith  that  toe 
time  has  come  when  they 
deckle  to  swim,"  he  added. 
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THE  LEX  COLUMN 


Pulling  the  switch 


Rotation  has  been  sending  markets  into  a 
spin.  Already  this  year,  investors  have 
switched  out  of  1998's  favourite  region, 
Europe  and  into  Japan  and  emerging  mar- 
kets. Now  they  are  shifting  from  growth 
stocks  into  cyclical^,  causing  a fair  degree 
of  volatility  on  the  way;  the  technology- 
heavy  Nasdaq  index  in  the  US  has 
dropped  more  than  10  per  cent  in  a week. 
European  investors,  always  nervous  about 
Wall  Street,  led  the  sell-off  yesterday. 

The  global  bull  market  has  survived  so 
many  shocks  in  the  past  few  years  that  it 
is  premature  to  write  its  obituary  now. 
even  though  equity  valuations  look 
stretched,  particularly  in  the  US.  What  is 
needed  to  drive  a stake  through  the  bull's 
heart  is  either  a sustained  rise  In  Infla- 
tionary pressures  or  a downturn  in  the  US 
economy.  Neither  appears  imminent. 

But  a correction  of,  say,  15  per  cent  in 
global  markets  would  represent  an  inter- 
esting test  of  investors'  nerves.  Will  the 
new-found  enthusiasm  for  emerging  mar- 
kets stand  the  strain?  And  how  closely  are 
the  bull  market  and  US  economic  growth 
really  bound  together?  The  technology 
sector  appears  to  be  the  main  focus  of 
interest  for  speculative  retail  investors;  a 
severe  fall  might  become  self-feeding. 
Leveraged  investors  would  be  forced  to 
liquidate  positions  while  disillusioned 
momentum  players  would  scramble  for 
the  exit.  And  the  resulting  loss  of  confi- 
dence might  cause  a slump  in  consumer 
spending. 


US  banks 


therefore,  for  banks  to  continue  to  gener- 
ate expected  earnings  growth  of  5-10  per 
cent  is  to  cut  costs. 

Logically,  this  argues  for  further  merg- 
ers. The  trouble  is  that  many  of  the  obvi- 
ous deals  have  taken  place.  More  perti- 
nently, several  of  last  year's 
mega-mergers  have  foiled  to  produce  the 
promised  cost  savings  and  revenue  gains. 
BankAmerica/Nat  ions  bank,  for  example, 
has  Just  reported  fiat  revenues.  Indeed, 
the  only  big  bank  stock  to  beat  the  mar- 
ket since  last  April's  merger  flurry  has 
been  Chase  Manhattan,  which  has  so  for 
eschewed  a deal  In  the  latest  round.  That 
leaves  managements  in  a quandary:  pur- 
suing a merger  may  make  long-term  stra- 
tegic sense,  but  damage  their  stock  price 
in  the  short  term. 


Some  airlines  chose  to  pass  the  windfall 
on  to  customers.  They  may  now  find  it 
tricky  to  push  fores  up  again  to  offset 
higher  fuel  costs.  Of  course,  most  airlines' 
fuel  needs  are  heavily  hedged  - at  80-90 
per  cent  of  volumes  and  up  to  12  months 
ahead.  So  higher  oil  prices  will  probably 
not  show  up  that  sharply  until  next  year. 

But  the  real  pain  will  come  if  higher  oil 
prices  combine  with  continued  sharp  pres- 
sure on  passenger  yields.  In  Europe  this 
could  be  a killer,  with  airlines  facing  both 
increasing  capacity  on  precious  transat- 
lantic routes  and  still -sluggish  home  mar- 
kets. 

Some  carriers,  like  BA,  are  cutting 
back.  But  others  may  simply  freeload  on 
its  restraint.  For  the  European  airlines  at 
least,  this  could  be  a torrid  summer. 


US  banks  have  had  a cracking  first 
quarter.  Most  are  reporting  double  digit 
earnings  growth,  often  well  ahead  of  esti- 
mates. and  being  rewarded  with  big 
jumps  in  their  share  prices.  Citigroup, 
whose  stock  has  risen  45  per  cent  this 
year,  has  been  the  star  performer.  But  the 
hank  sector  as  a whole  has  gained  13  per 
cent  in  1999,  twice  the  increase  of  the 
broad  S&P  500  Index. 

Investors  should  be  careful,  however. 
These  bumper  profits  are  the  result  of 
buoyant  capital  markets  and  thus  ulti- 
mately unsustainable.  Revenue  growth  in 
traditional  landing  is  running  at  5 per 
cent  at  best,  given  the  flat  yield  curve  and 
the  industry's  lack  of  pricing  power. 
There  are  also  growing  concerns  over 
deteriorating  credit  quality.  The  only  way. 


Airffnes 


There  is  a touch  of  “having  one's  cake 
and  eating  it”  about  the  market's  treat- 
ment of  cyclical  stocks.  Oil  companies 
have  jumped  as  benchmark  Brent  crude 
flirts  with  tie  a barrel.  But  there  has  also 
been  a sharp  renaissance  in  airline  stocks 
this  month.  British  Airways  and  KLM 
have  led  the  charge  in  Europe;  American 
Airlines  in  the  US. 

This  looks  counter-intuitive.  Fuel 
accounts  for  between  8 and  10  per  cent  of 
an  airline's  operating  costs.  The  recent 
slump  in  the  fuel  price  cushioned  airlines' 
profits  in  1998.  Lufthansa  for  instance, 
reckons  that  first  half  1998  fuel  costs  were 
around  DmllOm  lower  - equivalent  to 
roughly  10  per  cent  of  pre-tax  profits. 


The  yen  has  been  edging  towards  the 
top  of  its  recent  trading  range,  prompting 
some  modest  cries  of  alarm  from  Tokyo.  It 
has  suddenly  became  in  everybody's  inter- 
est to  keep  the  yen  as  stable  as  possible.  If 
it  is  too  strong,  Japanese  exporters  start 
to  struggle  and  the  prospects  for  a Japa- 
nese economic  recovery  are  diminished, 
with  knock-on  effects  for  the  rest  of  Asia. 
It  also  becomes  harder  to  persuade  Japa- 
nese investors  to  finance  the  US  trade 
deficit  If  it  is  too  weak,  the  US  will  mut- 
ter about  unfair  trade  practices;  fears  of  a 
Chinese  competitive  devaluation  will 
return;  and  Japanese  banks  will  find  their 
capital  ratios  slipping. 

The  problem  is  that  foreign  investors 
have  been  piling  into  the  Tokyo  equity 
market  in  the  hope  that  Japan  has  finally 
turned  the  corner,  while  Japanese  institu- 
tions have  been  reducing  their  holdings  of 
overseas  bonds.  Throw  in  the  effect  of  the 
fast-growing  US  trade  deficit  on  the  dol- 
lar, and  of  the  Kosovo  crisis  on  the  euro, 
and  the  yen  is  slowly  and  steadily  being 
pushed  higher. 

Talking  aside,  Japan's  policy  responses 
are  restricted.  Interest  rates  are  already 
almost  zero;  fiscal  reflationary  packages 
have  come  and  gone  with  limited  effect; 
and  the  authorities  have  shied  away  from 
the  radical  policy  of  printing  money. 
Intervention,  which,  despite  its  poor  rep- 
utation among  free  market  enthusiasts, 
has  been  strikingly  successful  on  recent 
occasions,  may  be  the  best  bet. 
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IMF  urges  euro-zone  not 
to  rule  out  further  rate  cu 


Fund  warns  economy  may  stay  weak  despite  recent  reduction 


By  Robert  Chote 
Economics  Editor 


The  International  Monetary  Fund 
yesterday  urged  the  European  Cen- 
tral Bank  not  to  rule  out  further 
cuts  in  interest  rates,  arguing  that 
the  euro-zone  economy  could  remain 
weak  despite  the  unexpectedly  big 
reduction  in  rates  two  weeks  ago. 

The  Fund's  warning  will  be  wel- 
comed by  the  US  Treasury  and  Euro- 
pean governments,  ahead  of  Mon- 
day's meeting  of  finance  ministers 
and  central  bank  governors  from  the 
Group  of  Seven  leading  industrial 
economies. 

The  Fund  believes  that  with  a 
slowdown  In  the  US  economy  likely 
and  desirable,  a strong  performance 
in  the  euro-zone  is  vital  to  keep  the 
world  economy  on  track. 

In  Its  latest  World  Economic  Out- 
look, the  Fund  reiterated  its  Decem- 
ber forecast  that  the  global  economy 
would  expand  by  2.3  per  cent  this 
year,  down  slightly  on  last  year  and 
barely  half  the  rate  recorded  in  1997. 
The  Fund  has  revised  its 


growth  forecast  up  for  the 
US  and  down  for  Europe  and  Latin 
America. 

The  expansion  in  world  output  is 
then  expected  to  rebound  to  3.4  per 
cent  next  year.  The  balance  of  risks 
remains  on  the  downside,  however, 
ami  several  hurdles  could  prevent 
global  growth  from  returning  to 
potential  within  two  or  three  years,” 
the  Fund  warned.  . - 

The  US  economy  is  expected  to 
grow  by  3.3  per  cent  this  year,  slow- . 
ing  to  2J2  per  cent  next  year.  But  the 
US  could  yet  suffer  a “hard  landing” 
if  the  stock  market  foils  sharply  and 
international  investors  tire  of  financ- 
ing the  widening  current  account 
deficit,  which  is  expected  to  reach 
§3l0bn  (€286-7bn)  this  year. 

Wail  Street  is  “very  handsomely 
priced  at  present  ”,  said  Michael 
Mussa,  the  IMF’s  chief  economist 
He  warned  that  normal  valuations 
could  imply  a foil  in  share  prices  of 
20  per  cent  or  more,  but  that  this 
was  “by  no  means  a sure  bet”.  The 
Federal  Reserve  should  thus  keep  an 
open  mind  about  interest  rates.  . 
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US  trade  deficit  hits  record 
as  demand  for  imports  rises 


By  Mark  Suzman  in  Washington 


The  US  monthly  trade  deficit  hit  a 
record  of  $l9.4bn  in  February, 
fuelled  by  an  unexpected  surge  in 
imports  as  consumer  demand  for  for- 
eign goods  soared. 

According  to  the  Commerce 
Department,  the  figure  was  15.6  per 
cent  higher  than  the  ?16.8bn 
recorded  In  January,  raising  the 
prospect  that  the  annual  deficit  will 
significantly  exceed  yaoObn.  Imports 
rose  2.3  per  cent  to  $96bn  as 
Americans  bought  record  quantities 
of  foreign  cars,  toys  and  clothing, 
while  exports  fell  0.6  per  cent  to 
$76.6bn,  largely  because  of  a drop  in 
civilian  aircraft  sales. 

The  total  exceeded  market  expec- 
tations of  a deficit  in  the  $16^bn- 
Sl7bn  range  and  forced  economists 
to  scale  back  expectations  for  first- 
quarter  US  economic  growth.  How- 
ever, markets  reacted  calmly,  with 
some  analysts  suggesting  the  grow- 
ing trade  gap  reduced  prospects  for 
any  interest  rate  increases  by  the 


Federal  Reserve.  Most  of  the 
increase  was  due  to  higher  Imports 
from  Canada,  Mexico  and  Europe. 
Although  the  politically  sensitive 
trade  deficit  with  China  narrowed 
slightly  from  $4JHm  in  January  to 
$4.6bn.  US  exports  for  the  two 
months  were  down  24  per  cent  over 
the  same  period  last  year.  The  gap 
with  Japan  rose  from  $4.7bn  in  Janu- 
ary to  $5J)bn.  - 

William  Daley,  commerce  secre- 
tary, sought  to  play  down  the  size  of 
the  deficit  pointing  out  that  it  was 
due  largely  to  the  strength  of  the  US 
economy  at  a time  of  broader  eco- 
nomic weakness  overseas.  He  also 
said  that  as  a percentage  of  US  GDP 
the  deficit  was  still  lower  than  those 
In  the  mid-1980s. 

However,  Mr  Daley  said  he 
remained  “troubled”  by  Chinese 
trade  practices.  ' 

“If  China  wants  to  be  a true  glbbal 
trading  partner  and  a member  of  the 
World  Trade  Organisation,  the  Chi- 
nese government  must  promptly 
agree  to  open  her  markets  to  foreign 


goods  and  services,”  he  said. 

Earlier  this  month,  President  Bill 
Clinton  was  heavily  criticised  by  US 
business  leaders  after  he  refected  a 
new  offer  by  China  to  join  the  WTO. 

Mr  Daley  said  he  expected  Euro- 
pean demand  for  US  goods  to  rise  as 
a result  of  recent  interest  rate  cuts 
and  that  he  was  encouraged  by  signs 
that  the  global  financial  crisis  may 
have  “bottomed  out”. 

Economists  predict  that  next 
month’s  trade  figures  will  also  be 
bad  because  of  the  recent  rise  in  oil 
prices  bnt  that  the  situation  will 
then  start  to  improve. 

Ian  Shepberdson,  ebiaf  US  econo-  ~ 
mist  at  High  Frequency  Economics, 
said:  “Zt's  unlikely  that  consumer 
demand  will  continue  to  grow  quite 
so  strongly." 

Although  US  exports  to  Latin. 
America  outside  Mexico  fen  11  per 
cent  in  the  first  two  months  of  the 
year,  exports  to  South  Korea  have 
soared  by  32  per  cent  over  the  same 
period,  suggesting  a strong  recovery 
in  the  region. 
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“If  growth  moderates  by  more 
than is  projected,  moiietztty 
' tions  may  'need- to  be  .eased  further,  , 
though  not  so  much  .as  to pre-empt 
the  slowdown;  the  goal  should  be-to . . 
help  ensure  a soft  landing,"  th&  out- 
look «dd.  • • *.  * ■ V."  •'.;•/  • 

“If  growth  does  hot  moderate  stiffi- 
dentiy,  the  Fed  may  wen  need  to : 
tighten  monetary  policy  inltiaDy.”  -:  . => 

. Giwtth  in.the  euro-zone  te.  fcre- 

cast- at  2 per  emit  this  year,- rising  to  ', 
23  .per  cent  in  2000.  The  Fund  said/ 

- that  there  was  an  urgent  heed  for  - 
structural  reforms  to  reduce  .unera^  7 
ployment,  which  the  ECB  -Would-'  fi 
need  to  couple  with  an  expansionary- 

monetary  policy. 

The  Fund  warned  that  the  cost  ■” 
treat' between  The  current  accounf  '• 
deficit  in  the  . US  and  the  big  suiv: : 
pluses  . in  Europe  and  Japan  "may 
give  rise  to  destabilising  movements  - 
in  exchange  rates  and  may  also 
increase  protectionist  pressures”. 
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TELECOMUNICACIONES 


Senior  Notes  due  2009 
with  Warrants 


OUR  INNOVATION  AND  DISTRIBUTION 
CAPABILITIES  IN  THE  HIGH  YIELD 
MARKET,  COMBINED  WITH  OUR 
TELECOMS  EXPERTISE,  ENABLED 
US  TO  STRUCTURE  AND  PLACE  THIS 
GROUND  BREAKING  TRANSACTION. 


JAZZTEL  IS  THE  FIRST  NATIONWIDE 
COMPETITIVE  LOCAL  EXCHANGE 
CARRIER  IN  SPAIN  AND  IS 
CURRENTLY  CONSTRUCTING  A 
STATE-OF-THE-ART  RBRE  OPTIC 
TELECOMMUNICATIONS  NETWORK, 
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charts  two-year  expansion 

2J5£®  5*°®*°'  a Morgan  Stanley 
SJTJlJl® took  oy®-  six  months  ago  as  Fin- 
^st  chief  executtve,  says  the  Italian  group 
fas  a two-year  Window  to  reduce  its  depen- 
dence on  its  domestic  market  as  it  seeteta 

apan-European  rival  to  groups  such  as 
Time  Warner,  Disney  and  Viacom.  Page  23 

Turkish  market  recovers  its  nerve 

Knocked  back  by  the 
meteoric  rise  fin  Sun- 
day’s general  election 
of  the  far-right  Nation- 
alist Action  (MHP) 
party,  the  Turkish  stock 
market  recovered  fts 
nerve,  with  the  IMK5- 
100  index  closing  10 
per  cent  higher  yester- 
day. Markets  had 
hoped  the  poll  would 
yield  a coalition  of 
ofllent  Ecevrt,  caretaker  prime  minister  (above), 
and  the  pro-business  Motherland  party  of 
Mesut  Yilmaz,  former  premier.  Page  44 

Free  internet  service  at  a high  price 

Freeserve,  the  UK’s  first  mass-market  subscrip- 
tion-free internet  access  service  on  offer  from 
high-street  retailer  Dixons,  has  attracted  1.3m 
users.  But  valuations  of  B2bn-£4bn  ($3.2bn- 
$6.4bn)  being  offered  by  analysts  raise  serious 
questions  about  all  internet  stocks.  Page  29 

Pressure  builds  for  CFTC  rule  change 

Pressure  is  mounting  oh  the  Commodity 
Futures  Trading  Commission,  the  US  Industry 
regulator,  to  allow  US  customers  access  to 
electronic  trading  systems  run  by  non-US  deriv- 
atives exchanges.  Exchanges  such  as  Liffe  were 
furious  at  proposals  drafted  in  March.  Page  32 

Softbank  poised  for  online  dash 

Softbank,  the  Japanese  internet  group,  plans  to 
be  quickly  through  the  virtual  gate  when  Japan 
deregulates  trading  commissions  in  October.  It 
fs  constructing  an  intricate  online  financial  ser- 
vices network  to  educate  investors.  Page  26 

Harare  pins  hopes  on  tobacco  sales 

Tobacco,  Zimbabwe's  biggest  export,  is  a casu- 
alty of  the  world  economic  slowdown  and  ariti- 
smoking  legislation.  But  government  and  busi- 
ness are  hoping  Harare's  tobacco  auctions  wUI 
help  stave  off  another  currency  slump.  Page  34 

US  airimes  fly  into  high  pressure 

America's  largest  airlines  are  seeing  robust 
domestic  growth  but  competitive  pressure  on 
transatlantic  revenues,  according  to  first-quarter  ; 
results  released  by  four  carriers.  Page  28 

Bakrie  and  Astra  present  iteM  plans 

Bakrie  & Brothers  and  Astra  International,  two 
of  Indonesia's  largest  diversified  conglomerates 
saddled  with  large  borrowings,  have  presented 
proposals  to  their  creditor  banks  to  restructure 
that  outstanding  foreign  debt.  Page  26 
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UK  PHARMACEUTICALS  GROUP  SAYS  PROFITS  STILL  ON  TRACK  FOR  13%  ADVANCE  IN  1999  DESPITE  PROBLEM  WITH  IDOXIFENE 


SmithKline  Beecham  ends 
development  of  bone  drug 


By  David  Pffl&ig, 
Phannacouticals  Conuspoodant 


SmithKline  Beecham,  the  UK 
drugs  company,  is  ditching  a 
potentially  important  product 
for  the  crippling  bone  condi- 
tion osteoporosis. 

Jan  Leschly,  SB’s  chief  exec- . 
uttve,  delivering  first-quarter 
earnings  at  the  top  end  of 
expectations  yesterday,  said 
tbs  company  was  abandoning 
development  of  Idoxifene  as  a 
treatment  for  brittle  bones 
because  of  worrying  side- 
effects.  However,  after  consul- 
tation with  the  US  Food  and 
Drug  Administration,  it  would 
continue  to  test  the  product 
for  breast  cancer. 

SB  bad  been  damping  expec- 
tations about  fdoxiffene  for 
months,  but  some  analysts  had 
maintained  peak  sales  fore- 
casts of  up  to  £700m. 

“Yes,  we  would  have  liked 
idoxifene  for  osteoporosis,” 
said  Mr  LescUly.  “But  that’s 
what  happens  to  all  of  us,”  he 
added,  referring  to  the  tricky 


process  of  drug  development 
He  also  said  the  company 
would  not  pursue  Famvir  as  a 
treatment  for  hepatitis  B, 
though  analysts  regarded  this 
as  less  of  a blow. 

Mr  Leschly  said  neither  set- 
hack  would  prevent  SB  from 
achieving  its  goal  of  a 13  per 
cent  advance  in  profits  in  1999 
and  at  least  15  per  cent  next 
year.  In  the  firat  quarter, 
underlying  pre-tax  profits  rose 
13  per  coat  to  £510m  ($82im) 
against  £440m  a year  earlier  on 
sales  up  10  per  cent  to  BLltm 
(£i.9bn).  Analyst  forecasts  had 
ranged  from  £487m  to  £510m. 
“SB  has  turned  the  corner  and 
is  on  a vary  nice  trend, “ Mr 
■Leschly  said. 

Both  the  positive  results  and 
negative  news  on  Idoxifene 
will  be  overshadowed  by 
tomorrow's  FDA  advisory  com- 
mittee hearing  on  Avandia,  the 
diabetes  drug  that  could  have 
a huge  impact  on  SB's  medi- 
um-term future.  Avandia.  one 
of  three  drugs  in  a new  class 
called  glitazones,  could  rack 


up  sales  well  above  Elba  if  it 
receives  a dean  bill  of  health 
from  the  FDA.  Bezulin,  a gHta- 
zone  marketed  by  Warner 
Lambert  in  the  US,  has  been 
blamed  for  a number  of  deaths 
from  liver  damage  and  was 
voluntarily  withdrawn  from 
Europe  by  Glaxo  Wellcome. 

SB  is  confident  Avandia  does 
not  carry  these  risks.  The  scale 
of  the  drug’s  success  will 
depend  largely  on  the  precise 
labelling  agreed  with  the  FDA, 
however.  Eli  Lilly  of  the  US 
has  a third  gUtazone,  Actos, 
which  also  comes  up  for 
review  this  week. 

Mr  Leschly  did  not  rule  out 
«rigrring  a co-marketing  agree- 
ment for  Avandia,  which 
should  be  launched  in  June  or 
July,  but  he  said  SB's  US  sales 
staff  of  more  than  3,000  was 
sufficient.  The  launch  was 
fully  budgeted  and  would  not 
dent  second-half  profits,  he 
forecast. 


US  drag 
dip  in  shares,  Page  28 
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: SmithKKne  Beecham’s  Jan  Leschly  Ashley  Ashwood 


UK  telecoms  group  to  raise  bid  for  I DC 


By  Mchiyo  Kakamuto  hn  Tokyo 
and  Alan  Cane  In  London 


Cable  and  Wireless,  the  UK 
telecoms  company  locked  in  a 


battle  for  control  of  the  Japa- 
nese international  operator 
£DC.  will  today  increase  its 
offer  In  an  attempt  to  outbid 
NTT,  Japan’s  dominant  domes- 
tic operator. 

It  is  also  talking  to  Surqpean 
Union  competition  authorities 
to  seek  “assistance  and  sup1 
port”  in  its  hid  for  control  of 
the  Japanese  company  which 
it  cofounded  and  in  winch  it 
has  a 17.7  per  cent  stake.  C&W 


has  been  frustrated  in  its 
attempt  to  take  control  of  IDC 
after  the  Japanese  company’s 
board  last  week  rejected  its 
offer  in  flavour  of  one  by  NTT. 

Today  it  will  start  discus- 
sions with  IDC’s  13  other  larg- 
est shareholders,  which 
include  Toyota  and  the  trading 
company  Itochu,  over  an 
improved  offer  for  IDC  which 
it  believes  is  “substantially 
better”  than  NTT’s. 

Details  of  the  offer  were  still 
being  put  together,  but  it  is 
understood  it  will  be  all-cash, 
topping  the  initial  Y62.4bn 
($52&8m)  C&W  offered  far  IDC. 


NTT's  offer  of  cash  and  shares 
- in  a complicated  deal  requir- 
ing legal  changes  - Is  believed 
to  value  the  company  at  about 
YS3biL 

The  IDC  board  favoured 
NTT's  offer  on  the  grounds 
that  NTT  was  more  likely  to 
ensure  long-term  employment 
for  all  staff.  C&W,  however, 
has  also  pledged  to  re-employ 
all  IDC  staff. 

The  unusual  contested  bid 
for  a Japanese  company  has 
threatened  to  turn  Into  a trade 
dispute  with  the  UK  govern- 
ment expressing  serious 
concerns  about  the  outcome. 


C&W  executives  are  under- 
stood to  have  approached  EU 
competition  officials  to  estab- 
lish what  action  C&W  or  the 
EU  might  be  able  to  take 
under  international  agree- 
ments an  the  liberalisation  of 
telecoms  markets. 

Before  IDC  announced  its 
decision,  Stephen  Byers,  the 
UK  trade  and  industry  secre- 
tary, wrote  to  Seiko  Noda, 
Japan’s  minister  of  posts  and 
telecommunications,  noting 
that  a victory  by  NTT  would 
raise  regulatory  and  competi- 
tion issues.  The  Japanese  min- 
istry says  it  considers  the 


issue  a matter  for  the  compa- 
nies and  intends  tO  maintain  a 

neutral  stance. 

Last  week,  the  IDC  board 
recommended  the  NTT  offer  in 
spite  of  complications  involved 
in  fulfilling  the  partial  share 
swap  NTT  is  proposing  to 
avoid  breaching  an  agreement 
between  the  founding  share- 
holders - of  which  C&W  is  one 
- which  entitles  them  to 
match  any  outside  offer. 

NTT’s  offer  erf  a share  swap 
relies  on  changes  to  Japan's 
commercial  code,  which  is  not 
expected  to  come  into  effect 
until  October  at  the  earliest 


Law  firms  negotiate  transatlantic  merger 


By  Rfctaffd  Rhffia  and  John  Mascra 
fa  London  and!  BfiSmn  Lewis  in 
New  York  - 


CHflbrd  Chance,  the  UK-based 
law  firm  with  global  ambi- 
tions, and  Roger  & Wells,  a 
medium-sized  New  York  firm, 
are  in  advanced  merger  talks. 

The  two  firms  have  been 
conducting  due  diligence  and 
are  trying  to  reach  agreement 
on  financial  terms. 

They  are  also  attempting  to 
resolve  outstanding  questions 
over  the  structure  of  any 
merged  firm. 


If  the  deals  goes  ahead,  the 
new  grouping  would  be  the 
largest  ever  transatlantic  law 
firm  merger,  and  could  trigger 
a spate  of  other  attempted 
mergers  between  US  and  UK 
firms  anxious  to  expand  into 
each  other’s  markets. 

The  management  commit- 
tees of  both  firms  could  vote 
cm  a merger  proposal  within 
two  months.  The  deal  would 
then  need  to  be  approved  by 
the  partners  of  the  firms. 

Since  the  talks  started 
several  months  ago,  many 
Lawyers  have  been  sceptical 


about  the  prospect  erf  success. 
People  close  to  the  discussions 
were  yesterday  warning  that 
the  talks  could  still  fall  apart 
“We  have  to  get  over  several 
hurdles  yet.  We  are  inching 
along  to  a deal  though,”  one 
person  said. 

Rumours  about  the  talks 
between  Gifford  Chance  and 
Rogers  & Wells  have  been  cir- 
culating in  London  and  New 
York  for  some  months. 

The  deal  is  part  of  Clifford 
Chance's  ambitions  to  become 
a global  law  firm,  and  the  firm 
is  also  thought  to  be  showing 


interest  in  acquisitions  else- 
where in  the  world,  notably  in 
Australia. 

A merger  between  the  two 
firms  would  create  the  world's 
second  iargestlaw  firm,  judged 
by  turnover,  after  the  firm 
Skadden  Arps,  Slate,  Meagher 
& Flom,  of  New  York.  Clifford 
Chance,  the  world’s  third  larg- 
est law  firm,  would  jump 
ahead  of  Baker  & Mackenzie, 
the  US-baaed  International 
firm. 

With  271  partners,  Clifford 
Chance  is  substantially  larger 
than  Rogers  & Wells,  which 


has  88  partners.  Average  prof- 
itability per  partner  at  Clifford 
Chance  last  year  was  £478,000 
against  £408,000  at  Rogers  & 
Wells  and  the  strength  of  the 
UK  firm’s  brand  is  likely  to 
mean  it  would  retain  the  key 
positions  in  any  merged  firm. 

Both  Clifford  Chance  and 
Rogers  & Wells  yesterday 
declined  to  comment 

The  planned  merger  would 
give  Clifford  Chance  access  to 
large-scale  domestic  legal  work 
in  the  US  and  enable  it  to 
develop  closer  relations  with 
Wall  St  investment  banks. 


candover 

Toronto 
exchange 
in  talks  as 
chief  quits 

By  Edward  A/den  to  Toronto 


The  board  of  governors  of  the 
Toronto  Stock  Exchange  was 
yesterday  meeting  to  discuss 
its  direction  following  the  sud- 
den resignation  of  TSE  presi- 
dent Rowland  Fleming. 

Mr  Fleming  stepped  down 
late  on  Monday  to  “pursue 
other  interests",  said  Barbara 
Stymlest,  TSE  chairwoman. 

She  said  the  decision  to 
leave  was  made  by  Mr  Flem- 
ing, but  it  is  believed  be  left  as 
a result  of  a conflict  with  the 
stock  exchange’s  board. 


member  brokerages  said:  *Tm 
not  sure  he's  bad  the  support 
of  the  board  for  quite  a period 
of  time." 

But  several  exchange  mem- 
bers said  they  were  surprised 
by  the  timing  of  the  action, 
which  comes  in  the  middle  of 
an  effort  by  the  Canadian 
stock  exchanges  to  restructure 
in  a bid  to  stem  the  loss  of 
trading  liquidity  and  discour- 
age Canadian  companies  from 
listing  in  the  US. 

However,  the  head  of  equity 
trading  at  a member  brokerage 
said  that  with  the  TSE  set  to 
elect  a new  chair  of  the  board 
of  governors  at  its  annual 
meeting  in  June,  Mr  Fleming 
might  have  felt  it  was  time  to 
allow  someone  else  to  carry 
out  further  reforms. 

Canada's  four  stock 
exchanges  last  month  agreed  a 
realignment  that  win  see  the 
Alberta  and  Vancouver 
exchanges  combine  into  a sin- 


gle exchange  tor  Junior  compa- 
nies, while  the  Montreal 
exchange  will  become  Cana- 
da's only  derivatives  exchange. 
The  TSE  will  become  the  sole 
senior  equities  exchange. 

Mr  Fleming  also  wanted  to 
increase  liquidity  in  the  TSE 
by  discouraging  “upstairs  trad- 
ing," in  which  institutional 
dealers  cross  blocks  of  stock 
internally  rather  than  by  the 
open  auction  process.  That  ran 
counter  to  the  interests  of 
some  of  the  TSE's  largest 
members,  hut  was  backed  by 


the  hoard  of  governors. 


BARRY  RILEY 


A tricky  balancing  act 


It  is  good  for  stockbrokers,  but 
the  stock  market  rotation  from 
growth  stocks  to  cyxdicais  may 
not  be  so  beneficial  tor  fund 
managers  as  they  struggle  to 
ride  out  the  turbulence.  The 
markets  have  been  responding 
to  foetr  own  internal  pressures 
rather  than  to  economic 
fundamentals. 

The  momentum  game  in 
growth  stocks  had  reached  the 
end  of  the  road.  But  the 
underlying  liquidity  story 
remains  positive,  so  the 
response  has  been  an 
attempted  sectoral  shift  rather 
than  an  absolute  market 
setback  - at  least  until 


Recently  the  rotation  has 
been  quite  dramatic  - in  the 
UK.  the  mining  sector  index 
has  beaten  the  ' 
pharmaceuticals  index  by  60  - 
per  cent  so  for  this  year,  In  the 
US,  the  forest  products  sector  • 
has  outperformed  computers 
by  35  per  cant 
Aptly  enough,  the  best 
sector  in  this  churning 
market,  according  to  the  Dow 
jon**  industry  daffirtffcatfoiis, 


own 

There  is.  at  l£8*L  plenty  of 

money  around.  The  latest- 
bulletin  from  CrossBorder 
Capital,  the  London  \ 
consultancy  that  trades, 
liquidity  in  the  financial 
markets  worldwide,  shows  a 
further  expansion  in  G3 
liquidity  in  March  to  what  is  ; 
described  as  a “loose”  index 
reading  of  59^.  That  compares 
with  47  B in  January.  The.US 

- . n - •*—  ~ *—  t— — . 


accommodative  in  recent 
weeks,  but  Europe  and  Japan 


However,  although  investors 
have  been  charging  into 
cyclicals,  the  reality  of  a global 
economic  recovery  is  more 
elusive  - except  in  this  year’s 
oil  price  rally  from  ¥10  to  316  a 
barreL 

True,  commodity-heavy 
Australia’s  stock  market  has 
ticked  up  by  17  per  cent  this 
year  in  terms  of  US  dollars. 

But  so  for  all  this  represents 
the  triumph  of  “top-down" 
over  “bottom-up"  thinking. 

Fund  managers  know  that  if 
there  is  to  be  a switch  from 
growth  to  value  it  wifi  happen 
quickly.  It  will  also  be 
selective. 

So  far  the  thinking  appears 
to  be  that  natural  resources 
producers  win  benefit  strongly 
from  an  acceleration  of  the 
global  economy  but  that 
manufacturers  may  serf;  and 
indeed,  that  they  may  even  be 
squeezed  ^ because  of  their  lack 
of  pricing  power:  • 

Inconsistencies  are  apparent. 
In  the  UK,  value-seekers  have 
turned  to  the  second-Hners 
with  the  result  that  the  FTSE 
250  and  SmaUCap  indices  are 
almost  20  pet  cent  higher  this 
year.  But  In  the  US,  the 
Russell  2000  index  is  below  its 
January  l level 

A lot.  is  at  stake.  The 
enonnons  valuation 
differences  are  apparent  In  the 
mismatches  between  the 
.Fortune  500  league  table  for 
US  corporations,  based  on 
sales,  and  the  market 
capjtaHsation-basedranMngs 


(as  published  by  the  Financial 
Times,  for  example). 

True,  at  firat  glance  there 
are  similarities.  General 
Electric,  the  second  largest  US 
corporation  by  market  value  at 
the  end  of  December,  came 
fifth  in  Fortune’s  list  IBM  was 
ranked  seventh  by  the  market 
and  sixth  by  Fortune. 

But  these  are  just 
coincidences.  Microsoft, 
overwhelming*?  the  market 
favourite,  appears  only  on  the 
third  page  of  Fortune’s  fist,  at 
position  109.  In  contrast,  the 
Fortune  winner  General 
Motors,  a long-time  destroyer 
of  shareholder  value,  can 
struggle  in  only  53rd  in  the 
market  value  rankings. 
Similarly,  Coca-Cola  is  eighth 
on  sales  but  73rd  in  terms  of 
value. 

There  has  been  a vast  global 
over-investment  in  relatively 
simple  industries  with 
transferable  technologies,  such 
as  cars  and  textiles.  It  would 
take  a tremendous  surge  in 
global  growth  to  make  them 
relatively  valuable  again.  The 
real  value  resides  in 
businesses  protected  by  some 
sort  of  franchise. 

But  there  has  to  be  a limit, 
and  this  spring  we  may  have 
reached  it 

On  Monday,  the  US 
high-technology  stocks  boiled 
over.  That  could  be  seen 
almost  as  reassuring,  showing 
that  Wall  Street  is  not  a 
bubble  out  of  control. 

But  stock  markets  need 
arrofhpr  theme,  and  a 
convincing  one,  or  they  win 
lose  balance. 
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During  Mr  Fleming’s  4% -year 

_ 

tenure  as  president,  the  IKE 
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was  embarrassed  by  Bre-X 

2- 

Minerals,  a junior  gold  com- 

pany that  rose  to  C$7bn 
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(JiKay  in  market  value  before 
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NEWS  DIGEST 


AUSTRIA 


Erste  dividend  signals  no 
gain  in  banking  margins 

Ercte  Bank.  Austria's  second  biggest  bank,  yesterday  left 
its  dividend  unchanged  amid  mounting  evidence  that  the 
recent  consolidation  in  Austrian  banking  has  not  prompted 
improvement  in  Austrian  banking  margins,  Erste  Bank. 
Which  merged  with  Girocradit  in  1997.  said  its  final  results 
were  identical  to  preliminaries  and  the  shares  ended  €0.30 
higher  at  £48.40.  it  increased  its  net  profit  after  minority 
interests  by  a third  in  1998.  However,  much  of  the 
improvement  reflected  lower  bad  debt  charges  and  the 
group's  cost/income  ration  leB  only  marginally  to  73.3 
which  is  weQ  above  the  group's  target  of  between  85  per 
cent  and  67  per  cent  by  the  year  2,000.  One  of  the  main 
problems  is  that  Erste's  retail  banking  margins  of  1.4  per 
cent  are  less  than  half  those  of  UK  banks  and  there  is  no 
sign  of  any  recovery  despite  the  merger  of  its  biggest 
competitor.  Bank  Austria,  with  Creditanstalt. 

William  HaO.  Zurich 

SANITARY  TECHNOLOGY 


Geberit  plans  June  IPO 


Gebent.  a Swiss  sanitary  technology  company,  yesterday 
said  it  had  increased  earnings  before  interest,  tax  and 
depreciation  by  25  per  cent  to  SFr2Q4.6m  (SI  36m)  in  1998 
on  an  8 per  cent  increase  in  sales  to  SFrlbn.  The  group, 
which  was  acquired  by  Doughty  Hanson,  the  UK  leverage 
buy-out  company  two  years  ago,  confirmed  yesterday  that 
it  would  launch  an  initial  public  offering  in  June.  Credit 
Suisse  First  Boston  has  been  appointed  global  co-ordina- 
tor and  financial  adviser.  Geberit.  which  began  making 
lead-fined  wooden  toilet  cisterns  in  1905.  is  the  only  pan- 
European  supplier  of  sanitary  technology  which  accounts 
for  sound  45  per  cent  of  the  €22 bn  western  European 
sanitary  ware  market. 

Over  the  last  decade  Geberit  sales  have  grown  at  a com- 
pound annual  rate  of  9.7  per  cent  and  its  earnings  before 
interest,  tax  and  depreciation  have  grown  by  12.6  per  cent 
a year.  WiBcam  Half 


Rabobank,  Robeco  in  merger 

Netherlands -based  Rabobank  and  the  Robeco  asset  man- 
agement group  in  which  Rabobank  has  a 50  per  cent 
stake  are  to  merge  their  private  banking  and  trust  activities 
with  a view  to  strengthening  services  for  wealthy  individu- 
als in  Europe  and  Asia.  The  merged  entity,  named  Rabo 
Robeco  Bank,  hopes  to  double  the  FI  19bn  (€8. 62 bn, 
$9.15bn)  under  management  within  five  years.  Rabo 
Robeco  Bank  will  become  a subsidiary  of  Rabobank 
Nederland,  employing  450  people  in  13  countries.  Thomas 
van  RijckevarseJ  of  Rabobank,  the  new  group's  managing 
director,  said  the  merger  would  enable  it  to  offer  a wider 
range  of  products  to  clients.  Frances  Williams,  Geneva 


Engaged  to  be  married  but  doubts  arise 

Alan  Cane  and  Ralph  Atkins  look  for  synergies  in  the  Deutsche  Telekom  merger  plan 


Main  foreign  slakes 


Deutsche  Telekom 


As  the  board  of  Telecom 
Italia  were  locked  in 
talks  yesterday  on 
merging  with  Deutsche  Tele- 
kom. outsiders  were  increas- 
ingly questioning  the  indus- 
trial logic  of  the  deal. 
Telecom  Italia  would  benefit 
immediately  through  being 
relieved  of  the  burden  of 
Gghting  off  the  $6Sbn  hostile 
bid  Cram  Olivetti,  its  much 
smaller  Italian  competitor. 
Further  down  the  line,  how- 
ever. it  is  difficult  to  see 
what  synergies  could  be 

achieved. 

Ron  Sommer.  Deutsche 
Telekom's  combative  chair- 
man, nevertheless  bridles  at 
suggestions  that  his  acquisi- 
tion strategy  is  opportunis- 
tic. “We  have  projects  in 
mind,"  he  said.  "We  know 
what  we  want  but  the  cir- 
cumstances have  to  be  right, 
and  we  cannot  always  guar- 
antee that  acquisitions  win 
be  made  in  the  order  we 
would  like.” 

The  deal,  which  values 
Telecom  Italia's  voting 
shares  at  €12.72,  would  cre- 
ate the  world’s  biggest  tele- 
coms operator  with  a market 
capitalisation  of  about 
$l80bn  in  a planned  "merger 
of  equals”. 

Mr  Sommer’s  determina- 
tion to  accelerate  the  Ger- 
man group's  international 
expansion  has  been  obvious 
for  some  time.  Since  the 


Deal  could  face  EU  inquiry 


Karel  van  Miert,  European  Competition  Commissioner,  said 
yesterday  that  Deutsche  Telekom  and  Telecom  Italia  would 
probably  face  an  i/wfepth  EU  regulatory  probe  H they 
merged,  Reuters  reports  from  Brussels. 

Mr  Van  Miert  stressed  that  he  was  concerned  about  the 
effect  on  competition  of  any  merger  between  the  two  former 
telecoms  monopolies,  particularly  since  the  German  group  is 
already  allied  with  France  Telecom.  The  German  and  French 
giants  have  2 per  cent  cross-shareholdings  In  each  other 
and  are  partners  in  the  Global  One  telecoms  Joint  venture 
with  Sprint  Corp  of  the  US. 

Mr  Van  Miert  also  singled  out  the  situation  in  Austria 
where  Deutsche  Telekom  and  Telecom  Italia  are  active,  and 
the  Wind  Joint  venture  in  Italy  between  Deutsche  Telekom 
and  France  Telecom.  “Con  petit  ore  will  be  very  interested.  It 
is  likely  there  wffl  be  complaints ...  so  I would  be  very 
surprised  if  there  were  no  objections,’  Mr  Van  Miert  said. 


start  of  1998,  when  the  Ger- 
man market  was  fully  liber- 
alised, the  operator  has  been 
losing  a spectacular  amount 
of  market  share  to  new, 
more  agile  competitors.  As 
much  as  30  per  cent  of  the 
long-distance  market  has 
gone  to  new  rivals. 

The  development  of  inno- 
vative products  and  services 
and  rapid  expansion  abroad 
represents  Deutsche  Tele- 
kom’s best  hope  of  restoring 
healthy  turnover  and  profits 
growth. 

So  ter,  however,  its  most 
ambitious  international 
moves  have  been  taken  In 
coo  junction  with  France 


Telecom  with  which  it  had  a 
growing  relationship  includ- 
ing agreements  to  work 
together  on  advanced  tech- 
nologies. 

In  addition  to  Global  One, 
an  alliance  with  France  Tele- 
com and  Sprint  of  the  OS 

aimed  at  providing  services 
to  multinational  customers, 
there  is  the  newly  opened 
fixed  wire  service.  Wind,  in 
Italy,  Metro  Holdings  in  the 
UK  and  Multilink,  another 
fixed  wire  operator  in  Swit- 
zerland. 

Analysts  are  puzzled  that 
the  German  company 
appears  to  be  prepared  to 
abandon  these  ventures  for 


the  alliance  with  Telecom 
Italia.' 

Karel  van  Miert,  the  Euro- 
pean competition  commis- 
sioner, is  unlikely  to  counte- 
nance a three-way  alliance. 

Telecom  Italia  has  so  ter 
failed  to  form  international 
alliances,  most  notably  tn  an 
Ill-considered  venture  last 
year  with  Cable  and  Wire- 
less of  the  UK. 

It  is  easier  to  point  to  rea- 
sons why  the  venture  should 
not  work  than  to  its  strate- 
gic advantages,  but  there  are 
some  questions  to  be 
answered.  First  there  is  the 
issue  of  leadership.  Both  Ron 
Sommer  and  Enrico  Ber- 
nabe,  Telecom  Italia  chair- 
man. are  determined  and 
independent  individuals. 
Will  they  be  able  to  work 
together? 

Second,  does  the  marriage 
of  two  partners  with  prob- 
lems at  home  make  for  suc- 
cess abroad? 

Deutsche  Telekom  has 
some  assets  in  the  Asia- 
Pacific  region  and  Telecom 
Italia  has  strength  in  South 
America,  hut  it  hardly 
amounts  to  operational  syn- 
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Deutsche  Telekom  and 
France  Telecom  were  Jointly 
building  a modern  European 
network  based  on  Internet 
technology  which  would 
have  enabled  the  two  groups 
to  have  cut  costs  signifi- 


cantly. Will  this  now  be 
abandoned? 

The  new  group  will  be  big, 
but  size  alone  counts  for 
little  in  international  tele- 
coms. Ownership  of  global 
assets  allowing  lowest  cost 
transport  of  traffic  is  much 
more  important. 

NTT  of  Japan  was  for 
years  the  world’s  largest 
operator  by  market  capitalis- 
ation but  it  was  restricted  to 


Gucci  director  to  meet  LVMH  chief 


By  Alee  Rnvsthoni 


Tom  Ford,  creative  director 
of  Gucci,  the  Italian  fashion 
company,  has  agreed  to  meet 
Bernard  Arnault,  chairman 
of  LVMH.  the  French  luxury 
goods  group  locked  in  a bit- 
ter bid  battle  with  Gucci. 

Mr  Arnault,  who  has 
already  spent  £L4bn  acquir- 
ing 19.6  pm-  cent  of  Gucci 
and  offered  to  pay  $85  a 
share  in  a bid  valuing  tha 
entire  company  at  J8.7bn,  is 


extremely  anxious  to  per- 
suade Mr  Ford  to  stay  on  if 
his  offer  succeeds. 

The  two  men  will  meet  in 
London  tomorrow,  the  same 
day  a court  case  brought  by 
LVMH  against  Gucci  Is  doe 
to  start  in  Amsterdam. 

Since  becoming  Gucci  cre- 
ative director  in  1994,  Mr 
Ford.  37,  has  redefined  every 
aspect  of  its  visual  identity. 
He  is  credited  with  orches- 
trating its  metamorphosis 
from  a loss-making  Euro- 


trash  brand  into  one  of  the 
hottest  luxury  labels  of  the 
1990s. 

When  Mr  Arnault  began 
building  a minority  stake  in 
Gucci  this  year,  both  Mr 
Ford  and  Domenico  De  Sole, 
president,  offered  to  stay  if 
LVMH  mounted  a 100  per 
cent  bid. 

Mr  Arnault  refused.  His 
relationship  with  Gucd’s 
board  has  since  deteriorated 
as  It  has  manoeuvred  suc- 
cessfully to  elicit  a full  bid 


fram  LVMH  culminating  In 
the  issue  of  a 40  per  cent 
stake  In  Gucci  to  Plnault- 
Prlnt  emps-Redonte,  a rival 
Flench  group,  for  $2Abn. 

Mr  De  Sole  has  repeatedly 
said  he  will  quit  if  LVMH 
takes  control.  Mr  Ford  has 
remained  mute  about  his 
plans,  but  declined  to  reply 
to  an  invitation  in  early 
spring  to  meet  Mr  Arnault. 
He  has  now  accepted  a sec- 
ond invitation  from  LVMH. 

To  persuade  Mr  Ford  to 


stay,  Mr  Arnault  will  almost 
certainly  have  to  offer  him  a 
generous  financial  package. 
Mr  Ford  would  be  entitled  to 
a “golden  parachute”  of 
roughly  $20m  if  be  left  . Gucci 
upon  a change  of  control. 

He  also  has  unexercised 
options  over  2m  Gucci 
shares,  worth  $170m  on 
LVMH’s  $85  bid.  The  average 
strike  price  of  the  options  is 
around  245,  leaving  Mr  Ford 
with  an  estimated  profit  of 
280m. 
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Elkem  plans  to  expand 
outside  its  core  areas 


Arnault 

raises 

Yquem 

stake 

By  David  Owen  in  Paris 


By  Valeria  SkfiM  in  Oslo 


Elkem,  the  world's  largest, 
producer  of  silicon  metals,  is 
planning  to  expand  outside 


its  Core  businesses. 

The  Norwegian  company 
recently  shed  nearly  a quar- 
ter of  its  future  revenues 
through  the  NKTZbn  ($257m) 
sale  of  its  manganese 
operations  in  January  to 
Eramet  of  France.  With  the 
cash  deal  due  to  he  com- 
pleted this  quarter.  Ole 
Enger,  Elkem  chief  execu- 
tive, has  already  started  out- 
lining his  plans. 

In  an  Interview  with  the 
Financial  Times.  Mr  Enger 
said  Elkem  was  about  to  hire 
a large  Investment  bank  to 
help  it  spend  the  proceeds 
outride  its  existing  core  busi- 
nesses, preferably  in  non-cy- 
cfical  areas. 

“The  discussions  we  are 
having  are  about  what  our 
competence  really  is  and  In 
which  industry  we  can  really 
add  value  to  the  eventual 
new  business, " he  said. 

The  company  is  keeping 
its  cards  dose  to  its  chest. 
But  it  is  open  in  the  long 
term  to  both  one  investment 
related  to  its  core  businesses 
or  several  investments  far- 
ther away  from  its  current 
specialities,  Mr  Enger  said. 

It  is  considering  new 
investments  in  the  process 
industry  and  businesses 
related  to  microsilica  and 
carbon  materials.  Its  highest 
growth  business. 

The  company  is  also  con- 
sidering an  expansion  of  its 
Sauda  power  plant  in  Nor- 
way and  a Joint  venture  pro]- 


Lower  prices  hit  group’s  results 

Skem,  the  Norwegian  metals  producer,  yesterday  reported 
a 24  per  cent  foil  in  first  quarter  profit  from  NKr202m  to 
NKr153m  ($19.6m)  on  relatively  unchanged  sales  of 
NKr2.6bn  due  to  tower  prices  in  its  manganese  and  chrome, 
ferro-sflicon  and  materials  businesses,  writes  Valeria  SkS Id 
in  Oslo.  The  company  is  suffering  market  price  lows  for 
most  of  its  main  products  at  the  same  level  as  the  last 
recession  in  1992,  it  said.  As  a result,  pre-tax  profits  foil  22 
per  cent  from  NKr265m  to  NKr222m,  while  operating  profit 
declined  from  NKrflllm  to  NKr253m. 

However,  the  drop  was  countered  by  improvements  in  im 
aluminium  business  from  better  operations,  higher  sales  and 
lower  raw  materials  costs.  Its  improvement  In  other  activities 
gained  from  changes  in  internal  pricing  of  captive  power 
production. 

EGkem’s  foil  in  profit  was  less  than  expected,  and  its 
shares  to  close  NKr3  higher  at  NKri  29. 


ect  to  build  a NKrtSbn  gas- 
fired  power  plant  in  Skogn, 
Norway,  known  as  Indusbri- 
kraft  Mldt-Norge. 

Analysts  are  concerned 
that  the  company  will 
siphon  all  its  new-found  cash 
from  the  Eramet  deal 
towards  the  Skogn  power 
plant  or  its  NKi2J36bn  in  net 
interest-bearing  debt 

Mr  Enger  said  Elkem  was 
considering  paying  down 
part  id  its  liabilities  as  one 
of  two  short-term  alterna- 
tives, which  includes  possi- 
bly baying  back  up  to  10  per 
cent  of  its  shares  far 
NKrtOOm. 

The  company  does  not 
foresee  proposing  an  extraor- 
dinary dividend,  nor  allocat- 
ing all  of  money  from  the 
Eramet  deal  towards  the 
Skogn  power  plant  or  to 
immediately  payment  all  of 
its  net  debt 


So  for,  Elkem  has  only  def- 
initely decided  to  invest  part 
of  the  NRr2bfl  from  the  Era- 
met  sale  in  bonds,  with  the 
help  of  an  external  fund 
manager.  The  long-term 
investment  decision  will  not 
come  for  at  least  six  months. 
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LVMH.  the  French  luxury 
goods  group  chaired  by 
Bernard  Arnault,  yesterday 
said  it  had  secured  84  per 
cent  of  Chateau  d'Yquem, 
arguably  the  best  white  wine 
in  the  world. 

The  announcement 
appears  to  end  a protracted 
battle  tor  control  ot  the 
prised  Sauternes  that 
erupted  in  late  1986  and 
turned  into  a bitter  battle 
between  Mr  Arnault,  person- 
ifying the  forces -of  big  capi- 
talism, and  supporters  of 
family-owned  national  trea- 
sures. 

It  also  prorides  LVMH 
with  the  perfect  fillip  in  the 
run-up  to  a critical  court 
case,  starting  tomorrow,  that 
could  determine  the  outcome 
of  another  high-profile  battle 
- the  one  for  Gucci,  the  Ital- 
ian fashion  group.  This  has 
pitched  Mr  Arnault  against 
Francois  Ptnault.  an  equally 
aggressive  and  well-known 
figure  who  is  probably 
France's  richest  man. 

Yesterday’s  deal  is  under- 
stood to  value  the  wine- 
maker at  about  FFrlbn. 

LVMH  said  it  bad  con- 
cluded an  agreement  with 
the  de  Lur-Saiuces  family 
giving  LVMH  64  per  cent  of 
Chateau  d'Yquem.  Through 
the  acquisition.  Chateau 
d'Yquem  would  become  a 
limited  company  with  Count 
Alexandre  de  Lur-Saluces  as 
president  of  tbe  administra- 
tive council. 

Count  Alexandre  de  Lur- 
Saluces,  previously  opposed 
to  a deal,  said  he  and  Mr 
Arnault  were  in  “complete 
agreement"  on  future  plans 
for  Yquem. 

Last  December,  a court  in 
Bordeaux  confirmed  LVMH’s 
ownership  of  37.5  per  cent  of 
the  winemaker.  The  group's 
other  wine  and  champagne 
brands  include  Mo€t  & Chan- 
don,  Dom  Perignon  and 
Krug. 

Famed  for  making  only 
one  glass  of  wine  from  each 
vine  because  of  its  painstak- 
ing methods.  Yquem  pro- 
duces some  80,000  bottles  a 
year.  It  has  a heritage  daring 
back  more  than  400  years. 
The  domain  encompasses 
over  450  acres. 


CME  faces  loss  of  Czech  licence 


By  Robert  Anderson  In  Prague 


Central  European  Media 
Enterprises  (CME),  the  trou- 
bled Nasdaq-listed  television 
group,  is  In  danger  of  losing 
the  licence  for  the  most  prof- 
itable of  Its  right  TV  stations 
in  eastern  Europe. 

Vladimir  Zelerny,  general 
director  and  licence  holder 
of  Nova  TV,  CME's  domi- 
nant Czech  station,  has 
threatened  to  deny  CME  per- 
mission to  use  his  licence 
after  It  sacked  Um  on  Mon- 
day for  exceeding  hie  author 
ity  and  harming  Nova's 
interests. 

Mr  ZelKsny.  who  contro- 
versially uses  his  own  TV 
show  lo  attack  critics,  said; 
T hope  wa  don't  have  .to 
take  these  extreme  steps  bat 


we  are  prepared  to  build  a 
new  station,  this  time  with- 
out American  partners." 

The  news  prompted 
Moody’s,  the  rating  agency, 
to  lower  its  rating  of  CME’s 
senior  notes  due  2004  from 
B3  toCaal. 

The  dispute  could  also 
affect  the  $6i5m  sale  of  CME 
to  SBS,  the  Nasdaq-quoted 
TV  and  radio  company, 
announced  last  month.  The 
enlarged  SBS  would  be  tbe 
biggest  TV  company  in 
Europe  by  audience,  with  18 
TV  stations  and  12  radio  sta- 
tions in  12  countries. 

Harry  Sloan,  SBS  chair- 
man, yesterday  backed  CME 
hut  srid  ha  was  not  optimis- 
tic about  a quick  resolution. 

“We’re  hopeful  that  the 
Nova  frequency  , will  still  be 


available  but  if  not  we 
believe  we  can  operate  the 
station  on  a different  fre- 
quency,” he  said. 

“We  have  until  the  end  of 
the  year  to  close  the  merger 
and  CME  has  the  time  to 
sort  this  out." 

Mr  Zelezny  had  been  in 
negotiations  with  CME  for 
several  months  to  redefine 
the  relationship  between  his 
licence  company.  CET  21, 
and  the  station's  operating 
company,  CNTS.  owned  by 
CME. 

In  what  CME  sees  as  a pre- 
liminary move  to  starting  up 
on  his  own  after  five  years  of 
co-operation,  Mr  Zelezny 
transferred  the  rights  to  buy 
and  sell  programmes  from 
CNTS  to  AQS,  a company  of 
unknown  ownership. 


He  also  issued  an  uncondi- 
tional guarantee  from  CNTS 
to  AQS  and  told  interna- 
tional film  and  TV  studios  to 
contact  It  instead. 

CME  says  that  when  it  dis- 
covered this  it  sacked  Mr 
Zelezny  as  head  of  CNTS  and 
yesterday  refused  him  entry 
to  Nova's  headquarters. 

CME  is  also  threatening 
legal  action  because  it  says 
Mr  Zelezny  is  under  .rontract 
to  respect  existing  business 
relationships  and  not  set 
himself  up  in  competition. 

Nova  made  a gross  profit 
of  $55m  last  year.  CME.  con- 
trolled by  Ronald  Lauder, 
one  of  the  hairs  to  the  fifetee 
Lauder  cosmetics  fortune, 
reported  a loss  of  t i2Sm  after 
problems  with  Ks  Polish  and 
Hungarian  ventures. 


its  domestic  market.  Only 
now  have  the  rules  been 
relaxed  enough  to  allow  it  to 
seek  a broader  international 
role. 

There  are  suggestions  that 
Deutsche  Telekom  is  Inter- 
ested in  acquiring  the  mobile 
network  One-2-One  in  the 
UK  and  possibly  Sprint  in 
the  US.  The  merged  com- 
pany could  provide  the  core 
of  such  a global  colossus. 
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* SG,  Paribas  step  up  BNP  bid  fight 
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By  Clay  Hairis,  Banking 

J^BsPWKtent  hi  Paris 

Socifete  Gfenerale  and 
Paribas,  the  French  banks 
to  conclude  a 
mendly  merger,  yesterday 
stepped  up  their  war  of 
words  against  the  hostile 
bids  for  both  of  them  from 
Bauque  Natioaale  de  Paris. 

The  development  came 
ahead  of  a key  ruling,  expec- 
ted tomorrow,  on  the  timing 
of  the  competing  offers. 

Daniel  Bouton  and  Andre 
Lfevy-Lang,  chairmen  respec- 
tively of  SG  and  Paribas, 
denied  reports  that  they  had 
expressed  an  interest  to 
Claude  B£b£ar,  chairman  of 
the  Axa  insurance  group,  in 
a possible  retail  banking  link 
with  BNP  before  its  hostile 


bids  were  announced  on 
March  9.  Axa  is  an  impor- 
tant shareholder  in  BNP  and 
Paribas.  Mr  B£b6ar,  who  sits, 
on  all  three  boards,  sup* 
ported  the  SG  Paribas  deal 
before  shifting  sides  after 
BNP  made  its  move. 

Recounting  their  contacts 
with  Ur  Bfibfiar  and  Michel 
Pfebereau,  BNP  chairman,  in 
late  February  down  to  the 
time  and  place  of  each  meet- 
ing. Mr  Uvy-Lang  and  Mr 
Bouton . said  it  was  Axa 
which  had  raised  the  possi- 
bility of  a link  with  BNP  in 
meetings  on  February  10  and 
23.  They  rejected  the  idea  on 
February  27  in  a telephone 
call  from  a car  an  the  way  to 
London's  Heathrow  Airport. 

They  have  shunned  any 
further  contact  with  BNP 


since  it.  launched  its  bids. 
Christian  de  Lahriffe.  of 
Rothschilds, ' the  bank's 
financial  -adviser,  said  any 
such  talks:  would  give  "a 
misleading  signal”  since 
there  was  “no  room  for  dis- 
cussion”. 

The  growing  bitterness 
between  the  two  sides  was 
demonstrated  yesterday 
when  Jean -Jacques  Ogier, 
SG  head  of  retail  banking, 
predicted  a “completely 
unmanageable  situation”  if 
BNP  won.  He  said:  “How  can 
you  expect  people  to  work 
together  after  they  have 
fought  against  each  other  for 
months?" 

The  battle  is  likely  to  drag 
on  for  some  time,  with  a con- 
clusion unlikely  before  July. 
The  Cohseil  de  Marches 


Financiers,  the"  financial 
markets  regulator,  . may 
bring  some- clarity  tomorrow 
with  a ruling  on  the  provi- 
sional calendars  for  the  com- 
peting bids.  - 

Mr  L£vy*Lang  said  .the 
“least  bad”  option  was  to 
dose  the  competing  bids  for 
Paribas  first  and  simulta- 
neously, and  then  have  BNP 
and-  SG  shareholders  decide 
what  to  do  once,  and  If,  that 
outcome  was  dear.  ' 

The  CMF,  however,  may 
give  only  provisional  guid- 
ance tomorrow  and  its  rul- 
ings are  in  any  case  subject 
to  appeal.  SG  and  Paribas 
have  already  appealed 
against  its  allowing  the  BNP 
bid  to  proceed,  in  a case  due 
to  be  heard  on  June  1. 

SG  and  Paribas  yesterday 


continued  to  stress  their  two 
■ main  arguments  against  the 
BNP  solution:  that  a three- 
way  banking  merger  was 
unprecedented  and  too  com- 
plex, and  that  the  overlaps 
between  BNP's  and  SG’ s 
French  retail  networks 
would  result  in  lower  reve- 
nues without  compensating 
cuts  in  casts. 

Mr  Bouton  estimated  that 
French  retail  revenues 
would  fall  by  €23om  (S244m) 
a year,  up  to  5 per  cent  of 
the  current  combined  total. 
On  the  subject  of  cost  reduc- 
tions without  domestic  job 
cuts.  Mr  Ogier  said:  “Either 
BNP  is  lying  to  the  share- 
holders or  they’re  lying  to 
the  staff.  Either  way.  we  are 
going  Into  a messy  situa- 
tion.” 


INTERVIEW  CLAUDIO  .SPOSITO,  HEAD  OF  THE  ITALIAN  GROUP,  OUTLINES  PLANS  FOR  ITS  TRANSFORMATION 


Fininvest  to  focus  on 
European  media  sector 


By  Paul  Betts  In  HQan 

Fininvest,  the  holding 
company  of  Silvio  Berlus- 
coni, the  former  Italian 
prime  minister,  is  planning 
to  transform  itself  into  a 
pan-European  media  and 
entertainment  conglomerate 
to  rival  large  US  media  and 
entertainment  groups  such 
as  Time  Warner,  Disney  and 
Viacom. 

Claudio  Sposito,  a former 
Morgan  Stanley  banker  who 
took  over  six  months  ago  as 
Fininvest  chief  executive, 
said  the  Italian  group  bad  a 
two-year  window  to  develop 
a strong  European  presence 
to  reduce  its  heavy  depen- 
dence on  its  domestic  mar- 
ket. 

He  said  Italy  still 
accounted  for  about  90  per 
cent  of  Fininvest’s  extensive 
operations  ranging  from  its 
Mediaset  commercial  televi- 
sion activities  to  the  Manda- 
dorl  publishing  house,  the 
Medusa  film  production  and 
the  AC  Milan  football  dub. 

“Our  group  cannot  grow 
any  more  in  Italy,”  Mr  Spos- 
ito said.  .“Our  next  step  is  to 
expand  in  Europe  ’where 
there  is  roam  for  one"  or  two 


media  and  entertainment 
majors.  We  want  to  be  one  of 
them.  But  we  have  to  move 
quickly  before  the  big  US 
majors  step  in,”  he  said. 

A significant  first  step  in 
this  strategy,  endorsed  by 
Marina  Berlusconi,  the 
daughter  of  the  former  pre- 
mier arid  deputy  chairman  of 
Fininvest,  was  achieved  last 
month  with  Mediaset's  alli- 
ance with  Germany’s  Kirch 
group  to  form  a new  Euro- 
pean commercial  television 
network. 

With  commercial  televi- 
sion operations  in  Germany, 
Italy  and  Spain,  the  partners 
now  intend  to  attract  French 
and  UK  partners  to  the  new 
ventura 

Mr  Sposito  said  the  group 
at  this  stage  was  focusing  on 
commercial  television 
although  it  maintained  a 
foothold  in  the  pay-TV  mar- 
ket with  its  10  per  cent  stake 
in  Telepiu,  the  Italian 
pay-TV  network  controlled 
by  France’s  “Canal  Flus. 

Pay-TV  still  constituted  a 
financial  risk.  It  Was  signifi- . 
cantly  cash  negative  while 
commercial  television 
throughout  Europe  .was  cash 
positive.  ... 


At  this  stage,  Fininvest 
was  more  interested  in 
expanding  in  so-called  “new 
media  " such  as  the  internet 
which,  like  pay-TV,  were 
also  cash  negative  but  on  a 
much  lower  scale  than 
pay-TV. 

Mb'  Sposito  believed  there 
was  a “real”  convergence 
between  these  new  media 
and  traditional  media. 

The  company  Is  planning 
to  spend  Sl00m-$l50m  over 
the  next  few  years  to  become 
a leader  in  Europe. 

”1  feel  we  are  late,  but 
Europe  is  late.  If  we  move 
quickly  we  can  catch  up,” 
said  Mr  Sposito. 

Fintavest  is  also  encourag- 
ing its  Mondadori  group, 
Italy's  leading  publisher,  to 
expand  in  Europe. 

ft  is  also  moving  on  the 
domestic  market  to  reinforce 
its  film  production  and  dis- 
tribution business  by  devel- 
oping a series  of  large  multi- 
plex cinema,  centres  In 
competition  to  US  compa- 
nies. • 

Mr  Sposito  said  that  the 
group  planned  to  invest  ■; 
L400bn«L450bn  <€207fo- 

€232m,  ~ $220m-$246mV  to- 
build  20  multiplex  rihemas 


Claudio  Sposito:  gnxj>  cannot  grew  any  more  in  Italy 


Reuters 


in  Italy  over  the  next  three 
years. 

Its  Italian  Blockbuster 
video  rental  joint  venture 
with.  Viacom  has  meanwhile 
grown,  rapidly  in  -the  past 
three  years  with  more  than 
ijaari  subscribers. 

Mr  Sposito  also  expected 
Fininvest^  ^Pa^ine  Jtalia”j 
telephone  directory  startup 


to  break  even  in  the  next 
two  years. 

“Our  real  core  business  is 
advertising,”  said  Mr  Spos- 
ito. With  60  per  cent  of  the 
$3.5bn  a year  Italian  adver- 
tising market,  the  group  has 
now  set  its  sights  on  gaining 
a 20  per  cent  slice  of 
Europe's  $20bn  a year 
market, 
c 


SHIPBUILDING  DISPOSALS  WOULD  INCLUDE  PHILADELPHIA  UNIT 


Kvaemer  ‘obliged’ 
to  sell  US  shipyard 


By  Valeria  SWBd  la  Osto 


Kvaerner.  the  loss-making 
Anglo-Norwegian  industrial 
engineering  group,  revealed 
yesterday  that  it  was  under 
an  obligation  to  dispose  of 
its  Philadelphia  shipyard  in 
a package  with  its  shipyards 
in  Finland  and  Germany. 

Kvaerner,  which 
announced  last  week  a com- 
plete withdrawal  from  its 
core  shipbuilding  business 
along  with  a massive 
restructuring  plan,  said  it 
would  need  to  dispose  of  the 
former  US  naval  shipyard 
together  with  Kvaerner 
Masa- Yards  in  Finland  and 
Warnow  Werft  In  Germany, 
to  honour  obligations  to  US 
authorities  under  a 8430m 
revitalisation  area  project. 

Kjell  Almskog,  new  Kvaer- 
ner chief  executive,  pledged 
last  week  to  dispose  of  all  of 
its  13  yards  within  one  year 
as  part  of  a strategy  to 
reduce  debts  by  NKr7bn 
($8 99m)  and  to  achieve 


NKribn  in  pre-tax  profits  by 
the  year  2000. 

As  part  of  its  commitment 
to  the  US,  Kvaerner  had 
agreed  to  continuing  trans- 
fer of  its  shipbuilding  exper- 
tise after  any  sale.  Marti 
Ytreeide,  a Kvaerner  spokes- 
woman, said  the  company 
could  not  sell  its  US  ship- 
yard on  its  own.  “A  break-up 
lof  the  yards]  would  be  a 
deal-breaker.”  she  said. 

This  narrows  the  number 
of  possible  buyers  for  its 
shipyards,  since  a package  of 
the  four  shipyards  repre- 
sents more  than  NKr7bn  out 
of  its  NKrl2bn  in  shipbuild- 
ing revenues. 

There  are  only  a handful 
of  possible  buyers  that  could 
purchase  Kvaerner  Masa- 
Yards,  Warnow  and  Philadel- 
phia together. 

Aker  Yards,  a shipbuilding 
unit  of  the  Norwegian  indus- 
trial holding  company  Aker 
RGI,  is  now  regarded  as  a 
likely  candidate,  ahead  of 
Fin  cart  tieri  of  Italy  and  the 


French  yard  Chantiers  de 
l’Atlantique.  analysts  said. 

Otto  Solberg,  chief  execu- 
tive of  Aker  Yards,  declined 
to  comment  on  a deal  that 
would  double  it  in  size  to 
create  a shipbuilding  group 
with  more  than  NKrl3bn  in 
revenues  and  9,000 
employees.  However,  both 
Kvaerner  and  Aker  RGI 
chief  executives  admitted 
recently  to  holding  talks  on 
a possible  combination 
within  shipbuilding. 

Aker  is  considering  selling 
its  stake  in  Scancem,  a 
Swedish  cement  company, 
and  Aker  Maritime,  its  Nor- 
wegian oil  service  unit,  and 
could  raise  enough  cash  to 
buy  Kvaeraer’s  German  and 
Finnish  yards  together  with 
the  Philadelphia  yard. 

Apart  from  looking  for  , 
buyers  for  its  shipyards,/ 
Kvaerner  has  two  other  exit 
options,  including  forming  a 
joint  venture  or  spinning  off 
its  yards  to  shareholders. 
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Atlas  Copco  profit  falls 
37%  in  first  quarter 
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By  Nicholas  Seorge 
In  Stockholm 


Shares  in  Atlas  Copco,  the 
Swedish  engineering  group, 
fell  7 per  cent  yesterday 
after  the  announcement  of  a 
37  per  cent  drop  in  first 
quarter  profits  and  a warn- 
ing from  the  company  that 
demand  in  key  European 
markets  remained  weak. 

Atlas  Copco  blamed  the 
profit  decline  on  falling 
sales,  a poor  product  mix 
and  deliver;  problems  at  its 
main  compressor  division.  It 
said  most  volume  had  been 
lost  in  high-margin  products 
such  as  oil-free  compressors. 

Giulio  Mazzalupi,  chief 
executive,  said  business  con- 
fidence In  Germany 
remained  weak  and  the  Ger- 
man market  was  setting  the 
tone  for  the  region..  He 
expected  the  “extremely 


poor  business  conditions”  in 
South  America  to  continue. 
The  company  lost  40  per 
cent  of  total  sales  in 
the  region  in  the  first 
quarter. 

He  also  urged  some  cau- 
tion towards  the  US  market 
where  he  said  growth  was 
consumer  driven,  with  little 
investment  in  engineering. 

In  the  three  months  to 
March  31,  pre-tax  profits  fell 
from  SKrSSlm  a year  earlier 
to  SKr557m  ($66.5m).  Sales 
fell  from  SKrB.nbn  to 
SKr?.75bn  with  operating 
margins  down  from  12.9  per 
cent  to  9.4  per  cent. 

Operating  profits  in  the 
compressor  division  fell  from 
SKr907m  to  SKr390m.  The 
introduction  of  a new  com- 
puter system  hit  the  compa- 
ny’s ability  to  deliver  prod- 
ucts. Mr  Mazzalupi  said  this 
had  led  to  a larger  than  nor- 


mal backlog  of  orders  at  the 
end  of  the  first  quarter. 

In  the  rental  services  divi- 
sion, which  includes  Prime 
Service,  the  US  rental  equip- 
ment company  acquired  by 
Atlas  Copco  in  1997,  profits 
fell  from  SKr97m  last  time  to 
SKrSSm.  The  company  said 
there  had  been  pressure  on 
rental  rates  as  well  as  a loss 
of  momentum  In  sales  due  to 
the  reorganisation  of  US 
operations  caused  by  the 
Prime  acquisition. 

Johan  Trocme,  an  analyst 
with  Goldman  Sachs,  said 
Atlas  Copco  had  clearly  sig- 
nalled a cyclical  weakness  in 
the  first  half.  However  the 
market  had  not  expected 
some  of  the  one-off  costs 
that  had  been  incurred  in 
the  first  quarter. 

Atlas  Copco’s  most  traded 
A share  closed  down  SKrl7 
at  SKr220  in  Stockholm. 
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CHASE 


When  you  start  with  great  relationships, 

there’s  no  telling  how  far  you  can  go. 


Combining  outstanding  relationships 
and  capabilities.  Chase  is  now 
number  two  in  Yankee  bonds. 


YANKEE  DEBT  UNDERWRITING 
FrRsr  Quarter  1999 
Full  Credit  to  Book  Manager 


Rank  Manager 


Volume  Market  Share 


I 

Merrill  Lynch 

(SB) 

s-4-Sj 

18.1% 

0EH 

om 

mnflKi 

3 

. Salomon  Smith  Barney 

14.06 

15.9% 

4 

Bank  of  America 

7.50 

8.5% 

5 

Morgan  Stanley  Dean  Witter 

4.78 

S-4% 

6 

Credit  Suisse  First  Boston 

3-93 

4.5% 

7 

Goldman,  Sachs 

3-46 

3.9% 

8 

Lehman  Brothers 

2.98 

3-4% 

9 

J.P.  Morgan 

2-91 

3-3% 

xo 

Warburg  Dillon  Read 

1.06 

1.2% 

Source  Securities  Data  Company,  Yankee  Roods  (Pubtt:+H4Ai 

From  number  nine  just  two  years  ago  to  number  two  today, 
Chase  is  the  fastest  growing  lead  manager  in  the  Yankee  bond  business. 

This  achievement  complements  our  number  two  position  overall 
in  U.S.  high  grade  corporate  debt.  Our  single-minded  focus  on  serving 
our  clients  means  you  will  have  the  resources,  distribution  strength 
and  award-winning  research  to  succeed.  In  this  market.  Or  any  market. 


Chase.  The  right  relationship  is  everything. 
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has  agreed  to  merge  with 

BankAmerica  Corp. 

Pending 


Inacom  Corp. 

February  1999 


has  acquired 

MEMCO  Software  Ltd. 


March  1999 


$250,000,000 


$133,000,000 


W ^ beyondfconr 

bericefeynerworKS  sg,  ^ SiSST 

--A 

has  been  acquired  by  has  acquired 

FORE  Systems,  Inc.  BuyDirectcom 

September  1998  February  1999 


$125,000,000 

fDiamoad  Lane 

Communkntionj 


Diaaoed  bus 

Communkolions 


has  acquired 

Who  Where?,  Inc 

August  1998 


$400,000,000 

GartnerGroup 


Unsecured  Recapitalization 
F«mdng 


has  agreed 
to  be  acquired  by 


Undisclosed 


Li  | d * I =i  k'  H 


has  agreed  to  acquke 

Redstone 

Communications  Inc. 


has  been  acqtared  by 

- Nortel  Networks 

April  1999 


Undisclosed 

SIEMENS 

has  agreed  to  acqiare 
Castle  Networks  Inc. 


$400,000,000 

VERIO 

Kgh-YiekJ  Notes 

November  1998 


P fujICRON 


Senior  Unsecured 
Revolving  Credit  Facity 


$350,000,000 


Spinout  Francing 


Decerfcer  1998 


$80,500,000 

autDwebjcom“ 


Initial  Public  Offering 


March  1999 


$264,000,000 

0 

Earth  Link' 

Common  Stock 

January  1999 


$74,625,000 

Common  Stock 

Jiiy  1998 


NLG  93,599,994 


$40,000,000 
^ ONYX 

I • i i • i v 

Initial  Pubfic  Offering 

Fabruary  1909 


4 


Credit  Suisse  First  Boston 


financial  times  Wednesday  april  21 


1999  ★ 


This  announcement  appears  as  a matter  of  record  only. 


NEW  ISSUE 


April  8,1999 


US$144,900,000 


US  internetworking,  Inc. 

6,900,000  Shares 
Common  Stock 

NASDAQ  Symbol:  “USIX” 


Prior  to  tha  offering  thara  had  been  no  public  mark*!  tor  these  securities.  USlntemrfwortdng,  me.  Implements.  opiates,  and  support*  packaged  software  appScations 
that  can  bo  accessed  and  used  over  the  Intanwt  These  Internet  Managed  Apportion  Prorider  services  are  bawd  on  packaged  appScafwis  from 
leading  software  vendors  and  ara  designed  to  meat  th®  needs  of  middle  market  compenJes  for  business  functions  such  as 
sales  force  automation,  customs  support,  e-commerca,  and  human  resource  and  financial  management 


Credit  Suisse  First  Boston 

Bear,  Steams  & Co.  Inc. 
BT  Alex.  Brown 

teem  muMfl 

Legg  Mason  Wood  Walter 


BancBoston  Robertson  Stephens 
C1BC  Oppenhemner 
Goldman,  Sachs  & Co. 
Hambrecht  A Quist 
Invented  Associates.  Inc. 
PaineWebber  Incorporated 
Charles  Schwab  & Co.,  Inc. 


EVEREN  Securities.  Inc. 

Ferris,  Baker  Watts 
bearpotawd 

Friedman.  Mings.  Ramsey  & Co.,  Inc. 
ianney  Montgomery  Scott  Inc. 

Johnston,  Lemon  & Co. 
teocpflrtMfl 

Kaufman  Brosn  L_P. 

John  G.  Kmrwd  a Company.  Inc. 
McDonald  Investments  Inc. 

Needham  A Company.  Inc. 

Brad  Paery  tote. 

SourtdVIew  Technology  Group 


Price  US$21  Per  Share  ““**»“* 


CREDIT  FIRST 
SUISSE  BOSTON 


This  announcement  appears  as  a matter  of  record  only. 


April  8, 1999 


US$140,000,000 


beyondfci 

The  Softw 


yonarconr 

The  Software  Superstore 

4,000,000  Shares 
Common  Stock 

NASDAQ  Symbol:  "BYND” 


Price  US$35  Per  Share 


CREDIT  FIRST 
SUISSE  BOSTON 


Credit  Suisse  First  Boston 
Donaldson,  Lufkin  & Jenrette 
BancBoston  Robertson  Stephens 
C.EL  Unterberg.  TowWn 


BT  Alex.  Brown 


Hambrecht  & Oust 
Invamed  Associates.  Inc. 
PaineWebber  Incorporated 
Charies  Schwab  & Co..  Inc. 
US.  Bancorp  Piper  Jaffa* 
Warburg  Dillon  Read  ILC 
Wedbush  Morgan  Securities 
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FINANCIAL  TIMES  WEDNESDAY  APRIL  M*»*. 


COMPANIES  & FINANCE:  ASIA-PACIFIC 


PHARMACEUTICALS  MOVE  TO  CREATE  COUNTRY'S  BIGGEST  SUPPLIER  FOLLOWS  SIMILAR  CONSOLIDATION  AMONG  DRUGS  GROUPS 


Japanese  wholesalers  announce  merger  plan 


By  Paul  Abrahams  hi  Tokyo 

Three  Japanese  pharma- 
ceutical wholesalers  yester- 
day announced  they  would 
merge,  creating  the  biggest 
supplier  in  the  Japanese 
market  with  sales  of  YB3lbn 
($7.04bn). 

The  move  by  Kuraya,  the 
country's  second  biggest 
wholesaler,  Sanseido,  the 
fourth  largest,  and  Tokyo 
Pharmaceutical,  follows  sim- 


ilar consolidation  among 
Japanese  drugs  wholesalers 
whose  margins  have  been 
hit  by  healthcare  reforms. 
Similar  consolidation  has 
taken  place  in  Europe  and 
the  US  where  wholesalers 
have  been  squeezed  between 
purchasers  and  drugs  manu- 
facturers. 

Takashi  Yamada,  presi- 
dent of  Sanseido,  will 
become  chief  executive  of 
the  new  group,  which  will 


have  a market  capitalisation 
of  about  Y1.400bn.  Sansei- 
do’s  shares  will  continue  to 
be  quoted  and  the  new  entity 
will  be  called  Kuraya  San- 
seido. The  deal  Is  expected  to 
be  concluded  by  April  next 
year. 

Mr  Yamada  said:  “The  pie 
is  getting  smaller  and  profits 
will  not  grow  in  this  envi- 
ronment. It  is  becoming  nec- 
essary to  seek  greater  vol- 
ume and  reduce  costs."  The 


deal  should  give  the  new 
group  greater  geographical 
reach  - though  not  a true 
national  network  - and 
about  16  per  cent  market 
share.  All  6,500  staff  would 
continue  to  be  employed  at 
the  merged  entity. 

Last  April  Suzuken,  the 
country's  leading  whole- 
saler, merged  with  Akivama, 
the  biggest  supplier  in  Hok- 
kaido. northern  Japan.  In 
October,  Nippon  Shojl 


Kaisha  merged  with  Showa 
Pharmaceutical  to  create  the 
country's  third  largest 
group,  called  Azwell.  Shion- 
ogi,  a drugs  company,  plans 
to  merge  its  11  wholesale 
subsidiaries. 

“The  consolidation  of  this 
still  fragmented  industry  is 
Inevitable.”  said  Martin 
Reeves,  a vice-president  at 
Boston  Consulting  Group  in 
Tokyo.  “No  companies  have 
the  economies  of  scale  that  a 


truly  national  network 
would  create,  manufacturers 
are  squeezing  wholesale 
margins,  and  few  can  afford 
to  invest  adequately  in 
information  technology,"  he 
said. 

All  three  groups  have 
strong  links  with  Takeda, 
the  country’s  biggest  drags 
maker,  which  owns  2JL5  per 
cent  of  Sanseido,  23per  cent 
of  Kuraya  and  71.9  per  cent 
of  Tokyo  Pharmaceutical. 


Tate  & Lyle  faces  Vietnam  loss 


By  Jonaftan  BirchaH  fai  Hanoi 

'Tate  & Lyle,  the  UK  sugar 
group,  is  facing  the  prospect 
of  at  least  two  years  of  losses 
at  its  newly  opened  $85m 
joint-venture  sugar  process- 
ing plant  in  northern  Viet- 
nam, after  the  failure  of 
efforts  to  secure  adequate 
supplies  of  sugar  cane  from 
local  farmers. 

The  plant,  in  the  poor 
province  of  Nghe  An,  is  Tate 
& Lyle's  largest  single 
investment  in  Asia  and  the 
company's  first  venture  Into 
developing  a green-field 
sugar  processing  plant. 

The  project  is  backed  by  a 
J20m  concessionary  loan 


from  the  International 
Finance  Corporation,  and  is 
also  the  largest  single  invest- 
ment by  a British  company 
in  Vietnam. 

The  facility  was  officially 
opened  in  January,  but 
ceased  cane  crushing 
operations  last  month  after 
processing  only  64,000 
tonnes  of  cane. 

Tate  & Lyle,  which  holds  a 
controlling  42  per  cent  share 
in  the  plant,  had  planned  to 
secure  up  to  360,000  tonnes 
of  cane  in  the  current  season 
from  hundreds  of  small-hold- 
ers in  the  district  around  the 
factory,  with  plans  to  handle 
800,000  tonnes  of  cane  annu- 
ally. 


The  shortfall  partly 
reflects  the  effects  of  a two- 
year  drought  which  has  sig- 
nificantly reduced  both  local 
cane  production  and  yields 
throughout  the  region.  How- 
ever. the  Tate  & Lyle  plant 
also  lost  out  in  the  competi- 
tion for  the  limited  supplies 
of  cane  available,  in  a way 
which  the  company's  critics 
say  reflects  a failure  to 
understand  local  political 
and  economic  complexities. 

Although  the  Nghe  An 
provincial  government  holds 
a 30  per  cent  stake  in  the 
factory,  local  officials 
instructed  farmers,  who  had 
received  start-up  funding 
from  Tate  & Lyle,  to  sell 


their  cane  instead  to  two 
state-owned  processing 
plants  in  the  province. 

In  addition,  some  2.000 
unlicensed  household-scale 
processing  plants  in  the  sur- 
rounding districts  have  con- 
tinued to  buy  cane  directly 
from  local  fanners,  despite 
earlier  assurances  from  the 
province  that  these  would  be 
shut  down  once  the  Tate  & 
Lyle  plant  began  operations. 

Tate  & Lyle  also  encoun- 
tered resistance  to  its 
attempts  to  pay  for  cane 
through  accounts  held  by 
local  farming  co-operatives, 
rather  than  direct  to  the 
farmers,  who  distrust  both 
banks  and  local  officials. 


Softbank,  Yahool  Japan  and  Nikkei  225  Avenge 

Share  prices  aid  index  (retasad  to  100) 


1400 
1200  _ 


1000 


Sam  DatxsDasBMX 


Masayoshi  Sen, 
preattera  of  Softbank 


Notice  to  holders  of  bearer  warrants 


IN  THE  HIGH  COURT  OF  SOUTH  AFRICA 
(Witwatersrand  Local  Division) 

In  the  matter  of  the  application  oft 

ANGLO  AMERICAN  CORPORATION  OF  SOUTH  AFRICA  LIMITED 

(Incorporated  in  the  Republic  of  South  Africa) 

Registration  number  01/05309/06 


No:  99/8840 
P/H  No:  342 


Applicant 


SCHEME  OF  ARRANGEMENT  (“scheme")  in  terms  of  section  31 1 of  the  South  African  Companies  Act,  1973  (Act  61  of  1973), 

as  amended,  ("the  Act*) 

1.  On  Thursday,  15  October  1998  the  Boards  of  Anglo  American  Corporation  of  South  Africa  Limited  (“AAC")  and  Minorca 
Soti6te  Anonyme  ("Minorco")  announced  that  they  had  agreed  in  principle  to  combine  their  businesses  to  establish  Anglo 
American  pic  ("Anglo  American "},  a United  Kingdom  company  with  global  operations  having  its  primary  listing  on  the  London 
Stock  Exchange  and  listings  on  the  Johannesburg  Stock  Exchange  and  the  Swiss  Exchange  SWX.  The  combination  will  be 
achieved  by  share  exchange  offers  to  existing  shareholders  in  AAC  and  Minorca  The  offer  by  Anglo  American  to  AAC 
shareholders  will  be  achieved  by  a scheme  of  arrangement  whereby  AAC  shareholders  will  receive  one  Anglo  American 
consideration  share  for  each  AAC  share  held  on  the  record  date.  Details  of  the  scheme,  the  effect  of  which  will  be  that  Anglo 
American  wifi  acquire  all  the  shares  In  AAC  are  set  out  in  the  circular  to  shareholders  of  AAC  dated  Thursday,  22  April  1 999. 

2.  The  proposed  scheme  will  be  submitted  to  shareholders  of  AAC  at  a meeting  of  shareholders  ("the  scheme  meeting*)  convened 
pursuant  to  the  order  of  die  High  Court  of  South  Africa  (Witwatersrand  Local  Division)  to  be  held  at  18th  Floor, 
55  Marshall  Street,  Johannesburg,  South  Africa  on  Friday,  7 May  1 999  at  KMJ0. 

3.  Subject  to  approval  by  shareholders  at  the  scheme  meeting  and  after  fulfilment  of  certain  conditions  precedent.  It  is  expected 
that  the  scheme  will  become  operative  on  Monday,  24  May  1999.  Thereafter,  shareholder*  wiH  become,  entitled  to  new  Anglo 
American  share  certificates  in  terms  of  the  scheme. 

4.  Holders  of  bearer  warrants  are  advised  to  contact  any  of  the  undermentioned  paying  agents  immediately,  where  copies  of  die 
documentation  relating  to  the  scheme,  including  the  explanatory  statement  made  iri  terms  of  section  312  of  the  Act  (which 
incorporates  the  scheme)  and  other  necessary  documents,  will  be  available  during  normal  business  hours  from  Thursday,  22 
April  1999.  The  documentation  relating  to  the  scheme,  which  wifi  be  made  so  available;  wifi  be  posted  to  registered  members 
on  Thursday,  22  April  1999,  and  gives  full  details  of  the  proposals  and  the  action  to  be  taken  by  registered  members  to  enable 
them  to  vote  on,  and  participate  in  the  scheme. 

5.  The  paying  agents  are: 

France 

Credit  du  Nord 
50  rue  d’ Anjou 
75008  Paris 


United  Kingdom 
Computershare  Services  PLC  ‘ 
7th  Floor,  Jupiter  House 
Triton  Court 
14  Finsbury  Square 
London,  EC2A  IBR 


Switzerland 
UBS  AG 

Abwicklungen  Ausland  OY79 
Ptistfach 

CH-8098  Zurich 


Luxembourg 

Banque  G£n£rale  du  Luxembourg  SA_ 

50  Avenue  J F Kennedy 
L-2951  Luxembourg 

Banque  Internationale  a Luxembourg  S_A_ 
69  route  d’Esch 
L-2953  Luxembourg 


Belgium 

Bank  Brussels  Lambert 
Capital  Market  Support  (201.03) 
avenue  Mamix  24 
B-I000  Brussels 

Generate  de  Banque 
CIA  44/M 
Montague  du  Parc  3 
B-1000  Brussels 


The  United  Kingdom  registrar  of 
AAC  is: 

Computershare  Services  PLC 
P.Q  Box  82 
Caxron  House 
Reddiffe  Way 
Bristol  BS99  7NH 


6. 


2. 


Ia  terms  of  the  proposed  scheme,  holders  of  bearer  warrants  of  AAC  wifi,  if  the  scheme  becomes  operative,  be  required  to 
surrender  their  bearer  warrants,  together  with  talon  number  3 and  coupons  numbered  1 34  to  151  inclusive  attached,  to  the 
praying  agents  at  any  time  up  to  Friday,  21  May  1999,  and  at  any  time  thereafter  to  the  United  Kingdom1  paying  agent,  in  order 
to  receive  shares  in  Anglo  American,  which  will  be  in  registered  form.  Accordingly,  holders  of  bearer  warrants  will  be  required 
to  give  a name  and  address  for  incorporation  into  the  share  register  of  Anglo  American  in  relation  to  the  shares  to  be  transferred, 
in  the  event  of  the  scheme  becoming  operative. 

Instructions  to  holders  of  bearer  warrants 
1.  Scheme  meeting  of  AAC 

Holders  of  bearer  warrants  who  wish  to  attend  in  person  or  by  proxy,  and  to  vote,  at  the  scheme  meeting  must  prior  to  IChOO 
on  Friday,  30  April  1999,  submit  to  one  of  the  obovementioned  praying  agents  their  bearer  warrants  together  with  talon  number 
3 and  coupons  numbered  134  to  151  inclusive,  attached.  In  return  therefor,  authorised  forms  of  attendance  or  authorised  proxy 
forms,  as  the  case  may  be  and  os  required  by  the  holder,  in  respect  of  the  number  of  shares  represented  by  the  bearer  warrants 
surrendered,  will  be  issued  by  the  paying  agent  for  use  at  the  scheme  meeting.  The  bearer  warrant,  together  with  talons  and 
coupons  so  surrendered,  can  be  collected  from  the  relevant  paying  agent  after  the  conclusion  of  the  meeting,-  or  at  any 
adjournment  thereof  against  surrender  of  the  receipt  given  in  respect  thereof 
Surrender  of  bearer  warrants 
2.1.  Holders  of  bearer  warrants - 

Z-l. 1.  may  at  any  time  up  to  Friday,  21  May  1999  lodge  with  one  of  the  paying  agents,  and  at  my  time  thereafter  lodge 
with  the  United  Kingdom  registrar,  a duly  completed  surrender  form  for  holders  of  bearer  warrants  (obtainable 
from  the  relevant  paying  agent  or  United  Kingdom  registrar)  together  with  their  bearer  warrants  having  die  said 
talon  and  coupons  attached  thereto; 

2.1.2.  must  receive  a written  receipt  from  the  relevant  paying  agent  or  United  Kingdom  registrar;  in  respect  of  the  bearer 
warrants  so  lodged; 

2.13.  may  not  earlier  than  10  days  after  the  later  of  the  date  an  which  the  scheme  becomes  operative  and  the  date  of 
surrender  of  the  relevant  bearer  warrants,  ’ collect  the  registered  share  certificates  in  respect  of  Anglo  American 
shares  constituting  die  share  consideration  in  terms  of  the  scheme;  from  the  paying  agent  or  United  Kingdom 
registrar  to  whom  the  surrender  was  made,  against  surrender  of  the  receipt  referred  to  in  2.1 .2,  provided  that  if  any 
such  holder  has  given  written  instructions  requiring  such  certificate  to  be  posted,  such  posting  shall  be  effected  at 
the  risk  of  the  addressee  on  the  obovementioned  10th  day; 

2_2_  Should  the  scheme  not  become  operative,  an  announcement  to  that  effect  will  be  made  in  the  press  and  holders  of  bearer 
warrants  may  at  any  time,  not  earlier  than  10  days  after  such  announcement,  collect  from  the  relevant  paying  agent,  the 
bearer  warrants  together  with  the  talons  and  coupons,  which  were  surrendered,  against  presentation  of  the  receipt  referred 
to  in  2.1.2. 

23.  The  above  arrangements  are  subject  to  the  terms  and  conditions  set  out  in  the  scheme  and  other  relevant  documents 
referred  to  above. 

2.4.  A press  announcement  will  be  made  by  TUesday,  25  May  1999,  coo  firming  whether  or  not  the  scheme  has  become 
operative. 


Johannesburg 


Wednesday  21,  April  1999. 


Softbank  set  for 
online  investors 

Japanese  group  has  structures  in  place  to 
offer  financial  planning  after  deregulation 


By  Alexandra  Nusbaun 
In  Tokyo 

When  Japan  deregulates 
trading  commissions  in 
October,  Softbank,  the  Japa- 
nese internet  group,  plans  to 
be  fast  out  of  the  virtual 
gate.  The  company  is  con- 
structing an  intricate  online 
financial  services  network  to 
educate  and  support  inves- 
tors and  encourage  them  to 
invest  over  the  internet 
Softbank  has  brought 
together  an  extraordinary 
combination  of  resources 
that  make  it  well  positioned 
compared  with  other  Japa- 
nese companies  planning  to 
sell  financial  services  over 
the  internet 

Other  companies  are 
waiting  for  brokerage 
licences,  developing  hack-of- 
fice capabilities,  contemplat- 
ing call  centres  and  gather- 
ing online  trading 
know-how.  Softbank  has 
already  acquired,  imported 
and  constructed  these 
elements. 

The  cornerstone  of  Its  net- 
work is  E*Trade  Japan, 
which  Softbank  hopes  will 
replicate  the  success  of  the 
US-based  electronic  trading 
company  E "Trade.  Online 
investors  have  flocked  to 
E "Trade  US.  which  currently 
has  650,000  accounts. 

The  framework  for 
E "Trade  Japan  has  come 
from  Osawa  Securities,  a 
failing  brokerage  house  that 
Softbank  bought  last  Octo- 
ber. Osawa.  with  a new  CEO 
snatched  from  Nomura  Secu- 
rities, provided  E*Trade 
Japan  with  a brokerage 
licence,  membership  of  the 
Tokyo  Stock  Exchange  and 
back-office  capabilities. 

E*Trade  Japan  has  set  up 
a call  centre  manned  by  for- 
mer brokers,  to  answer  com- 
plicated questions  or  execute 
orders.  The  company  expects 
to  change  its  name  to 
E’Trade  Shoken,  or  securi- 
ties group,  by  the  end  of 
April. 

E*Trade  Japan  has  set  a 
target  of  100,000  accounts  in 
the  first  year,  according  to 
Yoshitaka  Kitao,  Softbank 
executive  vice-president  and 
chief  financial  officer,  who 


also  serves  as  president  and 
chief  executive  officer  of  10 
other  Softbank  subsidiaries. 

E "Trade  Japan’s  target 
may  be  optimistic,  however. 
Softbank  admits  that  <w»iirn> 
trading  might  be  intimida- 
ting to  Japanese  investors, 
who.  unlike  their  US  coun- 
terparts, have  not  been 
exposed  to  such  basics  of 
financial  planning  as  funda- 
mental analysis,  long-term 
investing  and  portfolio  diver- 
sification. 

“In  Japan,  financial  plan- 
ners may  exist,  but  they 
work  for  traditional  hanks 
and  non-bank  finance  com- 
panies,” said  Mr  Kitao. 

Japanese  brokers  have 
have  also  been  known  to 
“churn”  portfolios,  engaging 
in  over-active  trading  to 
boost  commissions.  “Japa- 
nese investors  think  mutual 
funds  are  short-term  trading 
vehicles,  because  brokers 
urge  them  to  buy  and  sell  so 
frequently,”  said  Mr  Kitao.- 

Softbank  says  it  plans  to 
provide  information  and 
financial  planning  advice  to 
investors  through  E*Advi- 
sors,  a web-based  service. 
E*Advisors  would  be  distinct 
from  E "Trade,  thereby 
removing  incentives  for 
churning.  Softbank  plans  to 
launch  E* Advisors  as  a joint 
venture  with  Mentuxn,  a 
Connecticut-based  financial 
planner. 

Softbank's  research  com- 
pany, Mornings  tar  Japan, 
will  provide  content,  such  as 
company  analysis  and 
recommendations,  ' to 
E*Trade  and  E*Advisors. 
Other  companies  in  Soft- 
bank’s stable  of  finance-re- 
lated products  include;  For- 
exbank,  an  online  foreign 
exchange  joint  venture  with 
Sonnet  Financial;  Insweb,  an 
online  insurance  company; 
and  Cybercash,  which  devel- 
ops secure  payment  systems 
for  the  Internet. 

Softbank's  extensive  hold- 
ings Include  Yahoo!,  the 
internet  portal,  and  its  sis- 
ter, YahoolJapan,  which  last 
year  saw  its  profits  climb 
threefold  to  Y391m  (J3.3m). 
Softbank  is  “assuring  syner- 
gies" with  its  grouping  of 
companies,  said  Mr  Kitao. 


TSMC  margins 
show  recovery 


By  Mura  Dickie  In  Taipei 


Taiwan  Semiconductor 
Manufacturing,  the  world's 
leading  foundry  chipmaker. 
said  its  first-quarter  net  prof- 
its had  fallen  41  per  cent 
year-on-year,  but  had  risen 
62  per  cent  from  the  previ- 
ous quarter  because  of  a 
recovery  in  profit  margins. 

Net  income  totalled 
T$4.1bn  (US$L25m)  in  the 
first  three  months  of  the 
year,  while  the  group 
reported  a 21  per  cent  fall  in 
sales  from  the  same  period 
last  year,  to  Tgl2.5bn. 

The  chipmaker  expects  to 
benefit  from  a recovery  in 
world  chip  prices  this  year, 
with  March  booking  volume 
at  record  levels. 

Y.C.  Huang,  TSMC  spokes- 
man, said  the  recovery  in 
margins  compared  with  the 
last  three  months  of  1998 
was  mainly  due  to  higher 
utilisation  of  capacity  at 
TSMC,  which  produces 
made-to-order  logic  and 
memory  chips. 

First-quarter  net  profits 


had  also  been  raised  by  bet- 
ter results  at  TSMC  ventures 
Vanguard  and  WaferTech. 

Jovi  Chen,  semiconductors 
analyst  at  the  brokerage 
China  Securities,  said  there 
had  been  surprise  at  tbe 
recovery  in  TSMC’s  first- 
quarter  gross  margins  to  49.6 
per  cent,  up  from  33.8  per 
cent  in  the  fourth  quarter 
last  year. 

Analysts  had  predicted  the 
year-on-year  decline  in  sales 
and  profits  after  a relatively 
robust  1998  first  quarter  that 
was  followed  by  a general 
downturn.  “Some  of  the 
local  design  houses  were  still 
placing  orders  at  that  time. 
Later  on  they  suffered  from 
the  Asian  financial  crisis." 
said  Mr  Chen. 

TSMC  shares,  which  are 
among  the  bluest  of 
Taiwan's  blue-chips,  have 
soared  more  than  70  per  cent 
since  February,  both  tearing 
and  benefiting  from  a 
remarkable  resurgence  of 
confidence  that  has  carried 
the  island's  main  index  up 
by  more  than  a third. 


BASF  pursues 
growth  with 
deals  in 


By  Paul  Abrahams  in -Tokyo 


BASF,  the  German 
chemicals  conglomerate, 
intends  to  conclude  a series 
of  in  Miming  years  to 
reinforce  its  Japanese 
operations,  according  to 
Dietmar  Nissen.  president  of 
BASF  Japan. 

“Building  through  organic 
growth  takes  a long  time  in 
Japan.  Although  tbe  reces- 
sion Is  beginning  to  IoOS&n 

traditional  ties,  market 
shares  remain  extremely  sta- 
ble,” said  Mr  Nissen. 

“But  there  are  now  oppor- 
tunities for  mergers  and 
acquisitions  that  simply  did 
not  exist  a few  years  ago,” 
he  added. 

Many  chemicals  groups 
were  heavily  indebted  and 
looking  to  raise  cash,  he 
added.  Others  were  realising 
they  did  not  have  critical 
mass  in  certain  businesses 
such  as  pharmaceuticals. 

“Japanese  executives  are 
not  knocking  at  your  door.  If 
you  wait  for  them  to  come  to 
you,  nothing  would  happen, 
but  they  are  looking  seri- 
ously at  restructuring  and 
that  presents  possibilities.” 
he  explained. 

Mr  Nissen  denied  Japa- 
nese press  speculation  that 
BASF  was  Interested  in  buy- 
ing one  of  the  big  groups 
such  as  Mitsui  Chemicals, 
the  country's  second  biggest 
chemicals  entity. 

“The  large  Japanese  com- 
panies are  hugely  diversi- 
fied, and  we  simply  don’t 
want  to  acquire  polyethylene 
or  polypropylene  capacity  in 
Japan.  There  will  be  no 
mega-acquisitions,”  he  said 


. BASF  was  not  coining  to 
Japan  with,  a 'prec&e  shop- 
ping list,  Mr. IBssen  added: 

But  the  German  group  was- 
interested  in  acqtdring-spect 
aUty  chemicals  businesses) 
ranging  from,  pharmaceuti- 
cals to  engineering  plastics, 
agrochemicals  and  gasoline . 
additives,  he . said;  There 
were  likely  to  be  step  acqui- 
sitions and  Joint  ventures, 
he  added. 

BASF  was  not  short  of 
cash,  but  would  evaluate 
each  deal  to  ensure  it  was 
good  value.  "We  are  not 
looking  aggressively  for.  a 
Japanese  pharmaceuticals 
company,  because  there  are 
not  many  available  and 
those  that  are  are  exorbi- 
tant. We're  not  running 
round  with  an  open  cheque- 
book.” 

Mr  Nissen  said  the  group 
also  wanted  to  cut  the  cost 
of  its  long  and  expensive  dhr 
trlbution  chain  in  Japan.  It 
was  cheaper  to  ship  material 
from  Antwerp  to  Yokohama 
than  move  the  same  goods 
from  Tokyo  to  Osaka.  The 
group  was  supplying  the 
west  coast  of  Japan,  from - 
South  Korea  rather  than 
Tokyo,  be  added 
BASF  hoped  to  conclude 
the  moves  well  before  2002, 
but  Mr  Nissen  explained  that 
foreign  companies  needed  to 
be  patient  in  Japan. 

“Two  CEOs  don't  meet, 
exchange  views,  point  out 
that  one  business  would  fit 
better  with  the  other  and 
then  after  a few  months  of 
negotiation  over  price  sell 
the  business.'1  he  said 
“It  just  doesn't  work  that 
way.” 


NEWS  DIGEST 


INDONESIA 


Bakrie  and  Astra  meet 
banks  to  restructure  debt 

Bakrie  & Brothers  and  Astra  International,  two  of 
lndon4sia’s  largest  diversified  conglomerates,  yesterday 
presented  proposals  to  their  creditor  banks  to  restructure 
their  outstanding  foreign  debt 

Bakrie  met  creditor  banks  to  restructure  about  $1 .15bn 
in  debt  but  a deal  is  unlikely  before  the  end  of  June.  Sepa- 
rately, carmaker  Astra  Internationa}  presented  its  proposal 
to  a number  of  Japanese  banks  in  Tokyo  to  reschedule  a 
portion  of  Its  $1  bn  and  Rp1,000bn  ($11 6m)  in  debts, 
divided  Into  three  tranches  with  maturities  between  three 
and  7Ys  years.  The  company’s  creditor  banks  are  expected 
to  vote  on  the  proposal  on  April  28  and  bond  holders  will 
vote  on  April  29. 

The  Indonesian  government  is  also  helping  debt- 
strapped  corporations  reschedule  their  borrowings  under 
the  Jakarta  Initiative  but  only  1 5 cases  have  been  suc- 
cessfully concluded.  Shoeb  Kagda  Zainuddin,  Jakarta 

TELECOMMUNICATIONS 


MPT  considers  partial  float 

AAPT,  the  Australian  telecoms  group  that  has  become  a 
target  of  a hostile  A$1.5bn  (US$977m)  takeover  by  Cable 
& Wireless  Optus,  said  it  would  consider  a partial  float  of 
Its  planned  Code  Divisional  Multiple  Access  network  on 
the  US  Nasdaq  exchange. 

“We’re  looking  at  possible  partners  and  we  may  actually 
consider  floating  that  off  as  a separate  company,"  said 
Lany  Williams,  AAPT  chief  executive,  after  addressing  a 
telecoms  conference. 

This  would  involve  choosing  a partner,  floating  on  Nas- 
daq, raising  the  money  and  building  the  CDMA  network. 
However,  Mr  Williams  said  a float  was  only  one  of  eight 
options  that  the  company  was  exploring  for  Its  CDMA 
spectrum,  which  provides  for  a digital  mobile  phone  net- 

WonC. 

Mr  Williams  said  AAPT  was  also  negotiating  an  increase 
in  its  bank  facility  to  A$300m  to  help  its  planned  expan- 
sion. The  company  planned  about  A$450m  in  capital 
expenditure  over  the  next  three  years,  he  said 
Reuters,  Sydney  _ 


AVIATION 


Japan  Airlines  lifted  by  sales 

Japan  Airlines  raised  Its  year-to-March  parent  pre-tax 

Y16bn  to  Y32bn  due  to^aph- 

^ saJe  of  aircraft  materials  that  totalled 

Y1’te  bn‘  from  YV1 

^ ,rom  Y10b" 

ELECTRONICS 


Sanyo  to  cut  6,000  jobs 

Sanyo  Electric,  the  Japanese  electronics  group,  said  it 

a srou?  wc£kSEe  of 

49JXW  by  March  2002  The  planned  cute  at  about  190 

SEMF"  ■■ 159  made  ■-iS  "2- 

C°rso1idate  development  and  production 
? r'1096  operations  of  a piantinOsaka 

In  ^ Gunfma  prefscture  bV  September  2001. 

March,  Sanyo  forecast  a group  net  loss  of  Y26bn 

^32htl  flHlLyeariLM^Ch|  asainst  a n8t  of 

Tl2.3Zbn  a year  earlier.  Reuters,  Tokyo 


RETAILING 


Takashimaya  profits  fall  43% 

f Japaneaa  reta'ler’  has  been  hit  by  the  con- 
tinuing  slump  in  consumer  spending.  It  said  net  profits  feit 

•ifZSBSZtV"  (*39-83m)  * ,he 

fcaies  were  down  4.3  per  cant  at  Y1 ,189bn  with  ore-fa* 
prcfta  down  42.3  per  cent  at  Y9.6ta.!S£C  lTk£ 
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G UCCI 


GUCCI  GROUP  N.V. 


and  Astra  meet 
to  restructure  debt 


an* 


r-^aS  float 

Srr.i'fs  f“ 


A MESSAGE  TO  ALL  OUR  SHAREHOLDERS 

The  time  has  come  for  LVMH  to  decide  whether  or  not  it  is  serious 
about  acquiring  Gucci 

The  continued  uncertainly  surrounding  LVMH's  intentions  is 
detrimental  to  Gucci,  its  shareholders  and  all  other  stakeholders 

Gucci's  Supervisory  Board  rejected  LVMH's  conditional  offers 
which  were  neither  fair  nor  reasonable 

Your  Board  is  prepared  to  recommend  an  unconditional  offer 
for  all  shares  at  a minimum  price  of  $88  per  share  provided  that 
LVMH.  gives  adequate  assurances  to  employees,  suppliers  and 
other  stakeholders 

Gucci  is  an  independent  Company  directed  by  an  independent 
Board  and  Management 

Gucci  stands  by  its  commitment  to  the  Company's  alliance  with 
Pinault-Printemps-Redoute.  Through  this  partnership,  Gucci  believes 
it  can  create  significant  value  for  shareholders  by  building  the 
world's  leading  multi-brand  luxury  goods  company 


Atrh!,-C5 


YOUR  BOARD  AND  MANAGEMENT  REMAIN  COMMITTED 
TO  DELIVERING  VALUE  FOR  ALL  SHAREHOLDERS 
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COMPANIES  & FINANCE:  THE  AMERICAS 


PHARMACEUTICALS  RECENT  ROUT  SEEN  AS  DUE  TO  GENERAL  SHII^  INTO  CYCLICAi  STOCKS  RAIWR  THAN  TO  COMPANY 


US  drug  earnings  challenge 


dip  in  shares 


By  Tracy  Corrigan  fa  New  York 

The  latest  batch  of  US  drug 
company  earnings  indicates 
that  the  recent  rout  of  drug 
shares  reflects  a broad  shift 
out  of  growth  stocks  and 
into  cyclical  stocks  that  bas 
little  to  do  with  company 

performance. 

"The  shift  has  not  been 
triggered  by  any  fundamen- 
tal problems  in  the  pharma- 
ceuticals industry  but  by 
macro-economic  factors.” 
said  Alex  Zisson.  pharma- 
ceuticals analyst  at  Ham- 

brecht  & Quist. 


Cyclical  stocks,  after  a 
long  spell  out  of  favour,  have 
benefited  from  expectations 
of  stronger  economic  growth 
this  year.  In  the  last  week, 
however,  the  Standard  & 
Poor's  500  pharmaceuticals 
composite  index  has 
slumped  15.2  per  cent  to 
405.69  at  Monday's  close. 

The  three  US  pharmaceuti- 
cals companies  which 
reported  yesterday.  Ameri- 
can Home  Products.  Sche- 
ring-Plough and  Johnson  & 

Johnson,  all  met  or  slightly 
exceeded  analysts'  first-quar- 
ter estimates.  While  AHP  is 


suffering  from  weak  sales, 
the  others  reported 
double-digit  earnings  and 
sales  growth,  prompting  a 
slight  recovery  in  prices. 

So  far  this  season  "earn- 
ings have  been  right  in  fine, 
but  a couple  of  companies 
with  individual  problems 
have  been  more  severely 
punished."  noted  Mr  Zisson. 

Pfizer  last  week  met  earn- 
ings expectations  but 
reminded  Wall  Street  that  it 
faced  a difficult  second-quar- 
ter comparison  because  Via- 
gra, its  impotence  drug, 
launched  to  tremendous  fan- 


fare a year  ago.  had  not  lived 
up  to  earlier  expectations. 

But  Mr  Zissun  nuted  that 
nothing  had  really  changed 
at  Pfizer,  which  has  “a  tre- 
mendous stable  of  products". 
The  company's  share  price? 
has  slumped  from  around 
S15U  a week  ago  to  $13U‘. 
yesterday,  up  S3U- 

Eli  Lilly,  which  also 
matched  expectations  on 
Monday,  provided  greater 
cause  for  concern,  as  sales  of 
its  Prozac  anti  depressant 
slid  6 per  cent  in  the  US.  due 
to  loss  of  market  share. 
“Given  Prozac's  significance 


to  Lilly's  income  statement, 
it  is  likely  that  investors  will 
wait  on  the  sidelines  until 
Prozac’s  market  share 
decline  reverses."  said  Ste- 
ven Tye.  an  analyst  at  Mer- 
rill Lynch. 

But  he  noted  that  other 
□ewer  products,  such  as  Zvp- 
rexa  were  performing  well, 
and  the  company  could 
receive  a boost  if  there  was. 
as  expected,  a positive  out- 
come to  Friday's  Food  and 
C/rug  Administration  panel 
meeting  on  Act  os,  a new  dia- 
betes drug  developed  with 
•Japan's  Takeda. 


J&J  reported  net  earnings 
of  Sl.lbn  on  sales  of  S6.6bm 
up  11.7  per  cent  and  14-8  per 
cent  respectively,  and  beat 
analysts’  expectations  by 
two  cents. 

Schering-Plough  produced 
a 20  per  cent  increase  in  net 
income  to  3539m  on  sales  of 
gUSbn,  up  15  per  cent  AHP 
had  net  income  of  S654.9m, 
slightly  higher  than  a year 
ago  excluding  an  exceptional 
item. 

But  worldwide  sales  fell  l 
per  cent  tu  S3.4bn  and  phar- 
maceutical sales  rose  only  1 
per  rent  to  S2.3bn. 


Demand  for  data 
telecom  services 
boosts  revenues 


Domestic  demand  lifts  airlines 


On  the  up:  many  atrfmes  report  bn  proved  load  factors 


By  Richard  Waters  In  New  York 


The  explosion  in  demand  for 
data  and  wireless  telecom- 
munications services  pro- 
duced another  period  of 
strong  revenue  growth  in 
the  opening  months  of  this 
year,  according  to  a group  of 
large  US  telecom  carriers 
which  reported  first  quarter 
results  yesterday. 

The  underlying  earnings 
for  the  industry  also  jumped, 
helping  to  Justify  the  stock 
market's  recent  enthusiasm 
for  the  sector,  though  the 
impact  of  recent  big  invest- 
ments dented  the  results  for 
two  companies. 

Sprint  PCS,  the  wireless 
business  owned  by  the  third- 
largest  long  distance  carrier, 
racked  up  losses  of  around 
$650m  In  the  period,  or  3L46 
a share,  as  it  continued  to 
plough  Investment  into  Its 
new  national  network.  The 
losses  were  larger  than  Wall 
Street  had  expected,  but  so 
was  the  growth  of  the  wire- 
less business:  it  added 
another  763,000  customers  in 
the  quarter.  lilting  the  total 
to  335m,  and  recorded  reve- 
nues of  9604m. 

Meanwhile.  BellSouth’s 
earnings  fell  as  the  company 
recorded  an  expected  foreign 
currency  loss  from  its  big 
investment  in  Brazil.  The 
devaluation  wiped  3270m.  or 
14  cents  a share,  from  the 
local  carrier’s  earnings  dur- 
ing the  period,  producing  an 
overall  decline  in  net  income 
of  31  per  cent,  to  3615m. 

The  underlying  picture  on 
earnings  remained  robust. 
The  stocks  of  big  US  telecom 
companies  have  fallen  back 
over  the  past  week,  echoing 
the  broader  pull-back  in  the 
technology  sector,  though 
the  industry’s  higher  growth 
rate  has  still  left  them  con- 
siderably above  their  12- 
month  lows.  Sprint  was  trad- 
ing at  31 00%  yesterday  after- 
noon, some  314  below  its 


By  Andrew  Edgec&fftsJotmsan 


US  cigarette  sales  volumes 
dropped  by  almost  10  per 
cent  in  the  first  quarter  of 
1999,  Philip  Morris  reported 
yesterday,  as  price  rises  took 
their  toll  on  consumption 
and  retailers  cut  their  inven- 
tories. 

Heavy  promotional  spend- 
ing by  the  industry  leader 
failed  to  prevent  a drop  of  9.6 
per  cent  in  its  US  tobacco 
volumes,  in  line  with  a 9.7 
per  cent  industry-wide 
decline. 

However,  a 12  per  cent 
Increase  in  the  group's  mar- 
keting spending  helped  Marl- 
boro cigarettes  win  another 
22  per  cent  of  the  US  retail 
market,  of  which  it  now 
claims  a 36  per  cent  share. 

Gary  Black,  tobacco  ana- 
lyst at  Sanford  C.  Bernstein, 
said:  “Philip  Morris  blamed 
the  competitive  environ- 
ment. but  they  are  the  ones 
that  created  the  competitive 
environment." 


peak  but  still  more  tban  60 
per  cent  up  on  its  12-month 
low,  while  SBC  Communica- 
tions, at  354.  was  more  than 
50  per  cent  above  its  low. 

Sprint's  core  businesses, 
excluding  its  wireless  opera- 
tion. beat  Wall  Street's  90- 
cents-a-sbare  forecast  with 
earnings  of  93  cents  a share 
for  the  period,  or  3406m.  a 
rise  of  16  per  cent. 

Sprint's  earnings  were 
boosted  by  strong  demand 
for  data  services,  which 
helped  lift  long  distance  rev- 
enues by  9 per  cent  and  over- 
all revenue  by  7 per  cent,  to 
34.17bn.  Revenues  from  data 
services  for  large  business 
customers  jumped  by  50  per 
cent. 

The  company  also  nar- 
rowed the  loss  from  its  trou- 
bled international  joint  ven- 
ture, Global  One.  to  10  cents 
a share,  from  13  cents  a 
share  the  year  before.  Invest- 
ment in  upgrading  the  com- 
pany’s US  network,  a project 
known  as  ION,  is  likely  to 
wipe  60  cents  a share  from 
earnings  this  year.  Sprint 
executives  said,  equivalent 
to  around  Sl.lbn. 

The  demand  for  data  ser- 
vices also  supported  earn- 
ings at  the  Baby  Bell  compa- 
nies. BellSouth  said 
revenues  from  data  climbed 
30  per  cent,  to  $555 m.  while 
SBC  put  its  growth  at  33  per 
cent,  to  3660m.  Amerltech, 
the  Chicago-based  local  car- 
rier that  is  awaiting  regula- 
tory approval  for  a merger 
with  SBC,  said  its  data  reve- 
nues had  grown  by  40  per 
cent,  though  it  did  not  give 
further  details. 

Overall,  SBC  registered  a 
6.7  per  cent  advance  in  reve- 
nues. to  $7.3bn,  while  its 
after-tax  earnings  climbed  15 
per  cent  to  Sl.lbn,  or  56 
cents  a share.  Ameritech's 
revenues  rose  by  7.8  per  cent 
to  34.5bn,  while  net  income 
advanced  nearly  20  per  cent 
to  3705m,  or  63  cents  a share. 


Analysts  expect  RJB 
Nabisco  to  have  suffered  a 14 
per  cent  drop  in  volumes. 
The  owner  of  RJ  Reynolds 
bas  been  hit  by  Morris's 
aggressive  promotional 
activity  as  well  as  the  45 
cent  a pack  price  rises 
brought  in  by  cigarette 
manufacturers  to  offset  the 
costs  of  the  industry's 
$206bn  legal  settlement  with 
US  states. 

Morris’s  reported  results, 
which  showed  a 29  per  cent 
increase  in  net  earnings  to 
$1.79bn.  or  73  cents  per 
share,  were  distorted  by  the 
$808m  charge  taken  in  1998 
to  cover  the  cost  of  the  legal 
settlement. 

On  an  underlying  basis, 
net  earnings  rose  1.4  per 
cent  to  Sl-96bn,  and  diluted 
earnings  were  up  1.3  per 
cent  at  80  cents. 

Geoffrey  Bible,  chief 
executive,  reiterated  that 
1999  would  be  “a  year  of 
transition". 

But  he  added:  "Our  first - 


By  Andrew  Edgecllffe-Johnson 
fa  New  York 


America's  largest  airlines 
are  seeing  robust  domestic 
growth  but  continued  com- 
petitive pressure  on  transat- 
lantic revenues,  according  to 
first-quarter  results  released 
by  four  carriers  yesterday. 

UAL,  parent  of  United  Air- 
lines, the  largest  airline  in 
the  US.  also  reported  "signs 
of  recovery”  in  the  Asian 
market. 

its  unit  revenues  on 
Pacific  routes  improved  by 
3 per  cent  in  February  and 
March  - the  first  such  rise 
since  September  1997. 

As  with  Delta  Airlines, 
which  reported  a 15  per  cent 
rise  in  earnings  per  share 
last  week,  all  four  airlines 
reported  improved  load  fac- 
tors and  narrowly  beat  Wall 
Street  expectations. 

UAL,  which  suffered  a 
weak  month  In  January  and 
added  staff  to  improve  punc- 
tuality, reported  a 28  per 
cent  increase  in  net  earn- 
ings. Because  it  distributes  a 
large  shaure  of  profits  to  the 
employees  who  own  55  per 
cent  of  the  company's  stock, 
however,  full  distributed 


By  John  Barton]  In  S&o  Paulo 


Banque  Nationale  de  Paris 
said  yesterday  it  had' 
suspended  talks  to  acquire  a 
Brazilian  bank  implicated  in 
a financial  scandal. 

The  French  bank  said  it 
broke  off  talks  with  Rio  de 
Janeiro's  Banco  FonteCin- 
dam  due  to  “the  current  con- 
text tof]  investigations 
which  have  made  the  contin- 
uation of  talks  with  Banco 
FonteCindam  impractica- 
ble". 

A Senate  inquiry,  central 
bank  investigators,  the  fed- 
eral police  and  public  prose- 
cutors are  all  investigating 
suspected  irregularities  at 
FonteCindam  prior  to  Janu- 
ary’s 39  per  cent  collapse  of 
the  Real  and  the  c ire um- 


quarter  results  prove  that 
our  brand  franchises  around 
the  world  are  robust,  our 
market  positions  are  strong 
and  we  are  well  positioned 
for  future  growth." 

Outside  the  US.  tobacco 
volumes  fell  112  per  cent  but 


earnings  per  share  fell  8.3 
per  cent  to  $1.54. 

Northwest  Airlines,  which 
Is  still  recovering  from  last 
year's  labour  dispute,  fell 
into  the  red.  reporting  a 36 
cents  per  share  fully  diluted 
loss  compared  to  66  cents 
per  share  earnings  a year 
before. 

John  Dasburg.  president  of 
Northwest,  estimated  that 
the  1998  strike  had  knocked 
$90m  from  first-quarter 
profits. 


stances  of  its  rescue  by  the 
central  bank  after  the  deval- 
uation slashed  its  equity  by 
57  per  cent  in  dollar  terms  to 
R3612m  (lTS$36.7m). 

BNP  announced  last 
month,  before  the  investiga- 
tions began,  that  ft  planned 
to  buy  80  per  cent  of  Fonte- 
Cindam. 

FonteCindam  and  Banco 
Marka,  a fringe  Rio  de 
Janeiro  bank,  were  the  only 
two  banks  to  collapse  due  to 
January's  currency  crisis. 

Bankers  say  the  country’s 
banks  are  strong,  but  worry 
that  the  investigations  are 
distracting  the  government's 
attention  from  completing 
fiscal  reforms  needed  to 
cement  economic  stability. 
They  say  the  crisis  under- 
lined the  need  for  stricter 


operating  income  advanced 
by  0.9  per  cent.  Analysts  said 
that  the  5.9  per  cent  increase 
in  volumes  in  the  highly 
profitable  western  European 
and  Japanese  markets  had 
been  offset  by  a 36  per  cent 
slump  from  lower-margin 


UAL.  by  contrast,  esti- 
mated that  the  pilots'  dis- 
pute at  American  Airlines 
this  February  had  benefited 
it  by  about  S45m. 

At  America  West  Hold- 
ings. the  parent  company  for 
the  ninth  largest  US  carrier, 
first-quarter  earnings 
advanced  for  a sixth  consec- 
utive quarter,  from  53  to  63 
cents  per  share. 

Southwest  Airlines,  the 
low-cost  operator,  increased 
net  income  per  share  by  35 


regulation  of  financial  mar- 
kets as  well  as  of  the  bank- 
ing system. 

The  central  bank  said  it 
assisted  the  two  banks, 
which  bet  on  the  S So  Paulo 
BM&F  futures  currency  mar- 
ket against  a devaluation  of 
the  Real,  to  enable  them  to 
close  out  their  positions 
without  disrupting  the  mar- 
ket. The  central  bank  feared 
defaults  would  undermine 
confidence  in  the  BM&F 
which  it  was  using  in  an 
abortive  attempt  to  defend 
the  currency. 

BNP  said  it  intended  to 
continue  expanding  in 
investment  banking  and 
asset  management  in  Brazil. 
BNP  began  ramping  up  its 
activities  in  Brazil  only  quite 
recently. 


markets  such  as  Russia  and 
BraziL 

As  well  as  seeing  higher 
demand  from  parts  of  Asia, 
the  group  has  expanded 
manufacturing  capacity  in 
eastern  Europe  to  make  its 
cigarettes  more  affordable 
there. 

Operating  income  from  the 
Kraft  food  business 
increased  by  5 per  cent  in 
North  America  thanks  to 
strong  growth  in  frozen  piz- 
zas and  processed  meats, 
and  rose  by  5.1  per  cent  in 
the  smaller  International 
food  division. 

The  North  American 
operations  took  a $i57m 
charge  to  cover  staff  cuts 
and  productivity  improve- 
ments. 

They  also  benefited  from 
cheaper  commodity  prices. 

Miller  Brewing,  the 
world's  third  largest  beer 
group,  showed  a 62  per  cent 
increase  in  operating 
income,  after  a series  of  dis- 
appointing results. 


per  cent,  to  27  cents,  and 
said  demand  for  budget  fares 
remained  strong. 

Kevin  Murphy,  an  analyst 
at  Morgan  Stanley,  said: 
“Southwest  stands  out. 
Their  cost  differential  with 
the  majors  continues  to 
widen  and  their  product  only 
becomes  more  competitive." 

All  four  airlines  were 
helped  by  lower  fuel 
expenses  for  the  period,  and 
analysts  said  hedging  poli- 
cies would  cushion  the 
impact  of  recent  fuel  price 
rises  until  the  third  quarter. 

UAL’s  average  fuel  costs 
fell  11.S  per  cent  to  54.4  cents 
a gallon,  Northwest  cut  fuel 
bills  by  25.8  per  cent  to  43.9 
cents.  Southwest  achieved  a 
22  per  cent  fuel  saving  with 
average  costs  of  392  cents. 

Northwest's  passenger 
load  factor  edged  up  from 
70.7  per  cent  to  70.9  per  cent, 
but  seat  occupancy  figures 
improved  more  strongly  at 
the  other  airlines. 

Southwest's  load  factor 
was  up  from  61.2  per  cent  to 
64 3 per  cent.  America  West 
improved  from  622  per  cent 
to  64.4  per  cent,  and  UAL 
advanced  from  672  per  cent 
to  682  per  cent 


Ecuador 

signs 

power 

deals 

By  Justine  Newsome  in  Quito 

The  government  of  Ecuador 
has  signed  contracts  with 
Wartsild  NSD  of  Finland  and 
Energy  Development  Corpo- 
ration of  the  US  to  increase 
the  country’s  electricity  gen- 
erating capacity  by  510 
megawatts,  or  28  per  cent  of 
national  demand,  by  the 
year  2001. 

Both  projects  will  use 
domestic,  low-cost  sources  of 
fuel  to  generate  electricity, 
in  a departure  from  Ecuador- 
ian policy  of  Importing  die- 
sel and  bunker  fuel  for 
expensive  generation. 

“This  Is  one  more  step  for- 
ward in  our  effort  to  avoid 
power  cuts.”  said  Renfi  Ortiz, 
energy  minister. 

Severe  electricity  ration- 
ing has  been  imposed  in 
recent  years  as  drought  hit 
the  principal  hydro-electric 
plant.  Paute.  which  gener- 
ates 60  per  cent  of  national 
supplies. 

Wartsila  is  raising  $350m 
through  International  1 
Finance  Corporation  to  build 
a 270  megawatt  electricity 
generating  plant  in  eastern 
Ecuador.  Tbe  plant  will  use 
residue  from  the  state-owned 
Amazonas  oil  refinery  to 
generate  electricity. 

The  cost  of  this  electricity 
will  be  in  some  range  as 
hydro-electric  power,  said 
David  Watson,  vice-president 
of  WdrtsUS. 

Meanwhile  EDC  will  make 
an  investment  of  at  least 
3170m  to  build  and  import  a 
platform  to  extract  natural 
gas  from  tbe  Gulf  of  Guaya- 
quil. and  build  a pipeline  to 
a 240  megawatt  electricity 
generating  plant  on  the 
mainland. 


US  cigarette  sales  fall  almost  10  per  cent 


Geoffrey  Bible:  TA/eU  positioned  for  future  growth’  AP 


BNP  halts  Brazil  buy 


Chase  shares  drop  with  news  of  12%  cost  rise 


By  John  Anthers  in  New  York 

Shares  in  Chase  Manhattan 
dropped  almost  5 per  cent  in 
morning  trading  yesterday, 
as  analysts  reacted  nega- 
tively to  news  that  the 
bank's  costs  had  risen  by 

1 2 per  cent  over  the  year, 
while  revenues  rose  by  only 
10  per  cent. 

The  share  price  reaction 
came  despite  an  increase  of 

13  per  cent  in  operating 
earnings  from  $i.05bn  to 
Ji.lTbn  over  the  year. 

Attention  focused  on 
Chase’s  global  services  divi- 
sion, which  includes  busi- 
nesses such  as  corporate 
trust  and  global  custody, 
where  revenues  grew  by  9 
I 


per  cent,  compared  to  15  per 
cent  expenses  growth.  This 
was  partly  due  to  expenses 
incurred  countering  the  Y2K 
problem,  and  the  company's 
custody  business  was 
affected  by  the  move  a way 
from  relatively  high-margin 
emerging  markets  funds. 

Dina  Dublon,  Chase's  chief 
financial  officer,  said  the 
bank  would  be  taking  action 
to  alter  the  trend  in  global 
services,  but  she  said  the 
division  accounted  for  only 
3114m  of  the  $12hn  total . 

She  added  that  the  global 
bank  - which  came  through 
last  year's  financial  crisis 
almost  unscathed  - had 
raised  operating  earnings  by 
U per  cent  over  a strong 


first  quarter  last  year.  Oper- 
ating earnings  at  Chase's  US 
consumer  business  rose  by 
22  per  cent  to  S350m.  she 
added  that  Chase  was  man- 
aging expense  growth  care- 
fully, and  the  discrepancy 
between  costs  and  revenues 
growth  during  the  first  quar- 
ter should  not  take  anything 
away  from  the  overall  profit 
growth. 

Bank  One,  product  of  the 
merger  of  Banc  One  with 
First  Chicago  NBD,  saw  net 
income  for  the  quarter  rise 
from  $933m  to  SL15bn,  on 
the  back  of  a 10  per  cent 
increase  in  revenue.  It 
achieved  the  sharpest 
growth  In  interest  income  of 
any  of  the  large  banks,  with 

■J 


a 10  per  cent  rise  to  S3.66bn. 
mainly  thanks  to  its  S69.1bn 
credit  card  portfolio,  the 
laigest  within  tbe  US. 

Non-interest  expenses 
were  S2.73bn,  down  S70m 
from  the  fourth  quarter. 
Bank  One  said  merger  cost 
savings  accounted  for  S50m 
of  the  tell.  However,  total 
non-interest  expenses, 
boosted  by  heavier  market- 
ing costs  and  merger-related 
charges  of  $i64m,  rose  to 
$2.Mbn  from  $z.43bn  in  the 
equivalent  quarter  last  year. 

San  Francisco-based  Wells 
Fargo,  formed  by  the  merger 
of  Norwest  with  Wells  Fargo, 
saw  net  income  compared 
with  its  predecessor  compa- 
nies rise  by  29  per  cent  year- 


on-year  to  3884m,  on  an 
increase  in  revenue  of  about 
7 per  cent 

Net  interest  income,  from 
deposits  and  lending,  rose 
only  slightly,  from  S22ibn  to 
S228bn  over  the  year,  and 
the  bank  conceded  that  lift- 
ing revenue  would  be  diffi- 
cult for  the  rest  of  this  year. 
However,  non-interest 
income,  from  activities  such 
as  investment  management 
and  mortgage  sales,  rose 
14  per  cent  to  $L.72bn. 

First  Onion,  the  highly 
acquisitive  Cbarlotte-based 
commercial  bank,  had 
already  announced  last  week 
that  its  operating  earnings, 
excluding  various  merger- 
related  charges,  had  risen  by 


19  per  cent  to  3965m.  Once 
the  previously  announced 
restructuring  charge,  which 
will  involve  shedding  7 per 
cent  of  the  workforce,  is 
taken  into  account,  net 
income  was  down  11  per 
cent,  from  S790m  to  $706m. 

Net  interest  income 
slipped  by  3 per  cent  from 
S125bn  to  Sl.Slbn,  while  rev- 
enue from  other  activities,  in 
which  the  bank  has  invested 
heavily  in  recent  years, 
gained  41  per  cent  to  *l.87bn, 
overtaking  interest  income 
for  the  first  time. 

By  mid-session.  Wells 
Fargo  bad  gained  1.5  per 
cent,  up  3%  at  34l,,5.  while 
Bank  One  slipped  31  to  $58*. 
First  Union  fell  31 V.  to  354*. 


NEWS  DIGEST 


UTILITIES 


Grupo  Endesa  in  $2-1 5bn 
offer  for  Endesa  Chile 

Grupo  Endesa,  the  Spanish  utilities  cx)mpanyT  yestonlay 
delivered  the  final  blow  in  the  bid  baffle  for  Ehcfesa  ' Gh^ 
the  country's  largest  electricity  generator.  with  a lasBnlhr- 
Lite  offer  designed  to  defeat  Duke  Energy  ofthe.  US;  The  v: 
S2.15bn  offer,  erf  360  pesos  a share  for  34J  per  cent  Of  -. 
the  equity,  was  registered  with  Chile's  stock 'market  -:* 
authorities  only  minutes  before  the  noon  deadline.  It  comr  • 
pares  with  its  initial  $1.5bn  bid,  or  305  pesos;  a share,  lot . - 
29.7  per  cent  of  the  equity,  and  appears  to  top  Duke’s 
revised  $2.8bn,  or  275  peso,  offer  for  60  per  cent 

Shares  in  Enersis,  the  Spanish  group's  Chilean  vehide,  - 
and  Endesa  Chile  were  suspended  at  228  pesos  and  248 
pesos  respectively,  slightly  up  on  this  day.  The  Spanish 
group,  through  Erasis/  already  owns.  25.3  per  cent  of  the 
generator.  Duke  Immediately  responded  by  reiterating  that 
its  deal  offered  better  value  to  a bigger  percentage  of  End-, 
esa  Chile  shareholders,  assuming  the  remaining  stock  suf- 
fers because  of  the  reduced  liquidity. 

Duke  had  calculated  that  Grupo  Endesa  would  have  to 
offer  374  pesos  a share  to  match  its  bid.  Endesa  Chile's 
48,000  investors  have  until  tomorrow  to  tender  to  one  of 
the  offers,  although  the  stock  market  regulator  has  stipu-' 
lated  that  those  who  back  the  loser  can  switch  after  the 
winner  emerges  on  Friday.  Mark  Mufligan,  Santiago 


ONLINE 


E*Trade  shares  soar 

Online  brokerage  shares  soared  in  midday  trading  on  WaQ 
Street  after  ETrade,  the  third- largest  company  In  the  sec- 
tor, reported  a 120  per  cent  rise  in  quarterly  revalues  and 
a one-time  gain  in  net  income.  ETrade  shares  were  16  per 
cent  or  $12Vfe  higher  to  $85g,  but  other  smaller  competi- 
tors also  got  a boost  from  investors.  Shares  of  Amerftrade 
Holdings  soared  22  per  cent  to  5107%  and  National  Dis- 
count Brokers  climbed  $9%  or  25  per  cent  to  $48  Vt. 

ETrade  reported  net  earnings  of  $5.8m  or  5 cents  per  - 
share,  due  to  the  disposal  of  stock  in  another  company, 

on  a 126  per  cent  rise  in  revenues  to  $1 26.7m  for  the 

quarter  ending  March  31.  The  company  said  it  expected  to 
incur  operating  losses  in  the  future  due  to  Its  ongoing 
expansion.  New  active  accounts  rose  77  per  cent  from  the 
previous  quarter  to  233,000. 

Separately,  eToys,  the  online  retailer,  said  it  had  post- 
poned its  planned  initial  public  offering  of  8.2m  shares  due 
to  a recent  acquisition.  John  Labate  in  New  York 


TECHNOLOGY 


Honeywell  lands  $250m  deal 

Honeywell  has  landed  a $2 50m  contract  with  Chevron  and 
reiterated  its  goal  to  generate  double-digit  earnings  per 
share  growth  In  1999.  Honeywell's  industrial  automation 
and  control  unit,  over  the  course  of  the  10-year  contract, 
will  install  and  maintain  automation  systems  at  Chevron's 
refinery  in  Richmond,  California. 

The  Minneapolis-based  company  also  reported  first- 
quarter  net  income  of  $1 05.4m  or  $0.83  a share,  against 
$96.3m  or  $0.75  a share  a year  ago.  Honeywell  said  it 
continued  to  reduce  its  working  capital  rates  and  expects 
to  generate  mare  than  $50 0m  in  free  cash  flow  this  year. 

Honeywell  provides  control  technologies  for  the  space 
and  aviation  industries,  largo  industrial  businesses  and 
buildings.  Reuters,  New  York 


INSURANCE 


Maritime  buys  Aetna  Canada 

A Canadian  subsidiary  of  John  Hancock,  the  US  mutual 
life  insurance  group,  has  acquired  Aetna  Canada  for  more  t 
than  C$400m  in  cash,  a deal  revealing  that  Hancock  is 
bucking  a trend  that  has  seen  many  foreign  insurers  leave 
the  competitive  Canadian  market. 

The  acquisition  would  double  the  number  of  Canadians 
served  by  Maritime  life  Assurance,  the  Hancock  subsid- 
iary, and  establish  the  insurer  as  Canada's  seventh  largest 
Aetna,  the  US  group,  put  its  Canadian  unit  on  the  block 
several  months  ago  and  becomes  the  latest  foreign  insurer 
to  exit  Canada,  a saturated  market  marked  by  increasing 
competition  from  the  domestic  financial  services  industry. 

Competitive  pressures  from  banks  and  mutual  fond 
groups,  as  well  as  the  need  to  improve  distribution  and 
reduce  expenses,  is  driving  rapid  consolidation  within  Can- 
ada's insurance  sector. 

Combined  with  Aetna  Canada's  operations,  Maritime  Life 
will  have  revenues  from  premiums  of  C$1  bn,  up  from 
C$5 00m  before  the  acquisition,  and  total  assets  under 
administration  of  C$9 bn,  up  from  C$6.4bn.  The  deal  will 
give  Maritime,  which  has  a strong  presence  in  eastern 
Canada,  a significant  position  in  the  key  Ontario  market 
Scott  Morrison,  Toronto 


ANTI-VIRUS  SOFTWARE 


Network  Assoc  shares  dive 

Shares  of  Network  Associates,  the  anti-virus  softwan 

Sax'Ll  3 n^ed!ve  Yesterday  following  a war 
from  the  company  that  it  expected  very  tow  second-* 
ter  revenues.  The  stock  was  trading  at  $10%  in  mid-; 

HdCT  ? per  cent  tom  Monday’s  clo 
For  the  vrear  to  date,  the  stock  is  down  82  per  cent  f 
January  4 price  of  $61 14.  ^ 

After  tee  market  closed  on  Monday  the  software  oi 
r®P?rtBd  Per  cent  decline  in  first 
and  warned  that  rt  did  not  anticipate 
cant  ordere  from  distributors  during  the  current  quart 
Typically,  distributors  account  for  about  60  per  cUt  < 
sales,  the  company  said.  ^ 

First  quarter  net  income  of  $26 2m,  or  18  cents  a s 
was  down  from  $32.7m,  or  24  cento  tk0  « 
included  adjustments  to  change  acco^n^^Sl” 
3itions  following  a review  by  the  Seeuriti*»J^  a 
Cj^iool Eluding 

IS?!}1,  30  “U18-  Revenues  increased8.4  per  cer 

$245, 2m  from  $226. 1 m.  The  company  hfamsW  ;tc  n™ 
lems  on  a shifting  of  business  snpwZnfT  J*3  P™ 

sates 1 


DATA  STORAGE 


Internet  lifts  EMC 

B4C  tiwMassachusetts-based  computer  a 

S"nt  **  quarter,  with  net  income  uptu 
$221  m.  Revenues  rose  36  per  cent  to  Si  A 
panycredrted  the  internet  for  creating  a sure 
for  date  storage  systems,  its  major  product 
internet  retrieves  or  aUtefd i 

tt  day  and  night  is  making  EMC  Enterprise  S 
must-have  foundation  for  any  majorE*, 

T^L STny  pr0d!cted  revenue^ 
of  more  than  30  per  cent  for  the  vear 

quarter  '!"£?  i0-41  e*r  Ehi«-  agX  soST 

more  quickly  than  revenues  as  the  comply 
software  business  grew.  Victoria  Griffiths 
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A billion  reasons  why  being  free  may  bring  rich  rewards 


COMMENT 


are  raishia^up^C?  PLrt-+°n  ^reeserve,  Dixons*  internet  provider, 

ra,s,n9  questions,  writes  Christopher  Price  . 

I multiples  for*  interne  JLSlL1**8  .^lg?est  mteraat  Freeserve’s  revenue  in  five 
shares,  the  valuatidns  of  provider-  years  is  forecast  at  Eiiaam, 

£2bn-B4bn  ($3bn-*6bm  bem*r  18  ^aaed  °a  two  equating  to  £28.90  per  user, 

put  on  Dixons'  Freese  rvphf  u <ltors:  51x4  t0  mWm  The  bank  has  then  used  a 

analysts  will  come  as  lsttio  fuu-  Portion  as  price-to-sales  multiple  based 

surprise.  biggest  computer  retailer  on  the  forecast  rate  of 

Never  mind  that  the  tntnr  . COUIl4xy'  “abling  it  to  growth,  which  it  puts  at  an 

“t»r*teSSdLr|JSS£  ?^nbute  lts  Cree  toteruet  annual  rate  of  67  per  cent, 
to  make  hSt  Sm S, softW3re  quickly.  The  and  applied  this  to  the  2004 
nues  this  year  nor  has  been  sus-  revenue  total.  When  dls* 

recent  days'  correction by  R*eeserve’s  ‘tevel-  counted  back  to  the  present 
internet  stocks,  IncuSim.  hv  P **  M “1“,,ternet  portal  day.  this  gives  Freeserve  a 
default  Dixons  ha^nr,™  Z a gateway  that  attempts  to  valuation  of  £25bn. 
again  rS ?inS?me°oS  keep  ^ 011  lts  site  as  long  ABN  Amro,  the.  Duteh- 

questions  over  interwS  vrfu-  °™d  bank.  amv«i  at  a 

model  The  mathematics  market  ^^pite^wtion  to 

underpinning  . 

*Z£%m%£E^  °Ver  “*  engine- and  internet  portal. 

Freeserve’s  ££&*££  ,sttoates 

“MMiK-snuM  valuations  %SrjS233imi««o- 

5S***"? “.““‘h™*.  ns  vidsre  do  not  i&k  for  easy 

nesses,  fo^ra^i01?161  .bl^s1'  COllId  Unravel  comparison.  America  Online, 

SSS  e“  Mtodapring  and  BarUkUnk. 


High-tech  stocks 


The  mathematics 
underpinning 
Freeserve’s 
valuations 
could  unravel 


Freeserve '«  revenue  in  five 
years  is  forecast  at  £ll&8m, 
equating  to  £25. 90  per  user. 

The  bank  has  then  used  a 
price-tosalBS  multiple  based 
on  the  forecast  rate  of 
growth,  which  it  puts  at  an 
annual  rate  of  67  per  cent, 
and  applied  this  to  the  2004 
revenue  total. 7 When  dls* 
counted  back  to  the  present 
day,  this  gives  Freeserve  a 
valuation  of  £2&m. 

ABN  Amro,  the.  Dutch- 
owned  bank,  arrives  at  a 
dmlinr  figure  by  fairing  the 
market  capitalisation  to 
sales  revenue  ratio  of 
Yahoo!,  the  US  search 
engine- and  internet  portal, 
and  applying  it  to  estimates 
for  the  UK  group. 

Other  internet  service  pro- 
viders do  not  pass  for  easy 
comparison.  America  Online, 
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growth  in  the  UK  internet 
market,  the  medium’s 
increasing  share  of  advertis- 
ing and  the  expected  rise  in 
e-commerce. 

The  estimates  have  been 
made  following  Dixon’s 
appointment  of  Cazenove 
and  Credit  Suisse  First  Bos- 
ton to  explore  options.  This 
could  involve  a public  offer- 
ing, or  a sale  of  some  or  all 
of  the  business. 

How  are  these  valuations 
arrived  at?  All  start  from  the 
premise  that  Freeserve,  like 
most  internet  businesses, 
will  grow  at  the  same  rapid 
rate  as  is  forecast  for  the 
whole  internet  market.  Since 
launching  last  September, 
Freeserve.  the  UK’s  first 
mass-market  subscription- 
free  access  service,  has 
attracted  some  1.3m  users.  It 


as  possible  through  a range 
of  on-line  services. 

Freeserve  charges  adver- 
tisers and  e-commerce 
groups  fees  measured  by  the 
number  of  visitors,  the 
length  of  their  stay  and  the 
amount  of  shopping  they  do. 
These  revenues,  and  a share 
of  the  telephone  income  on 
calls  and  customer  support, 
are  its  only  income. 

Morgan  Stanley  Dean  Wit- 
ter. the  US  investment  bank, 
forecasts  that  Freeserve  wfl] 
bave  almost  5m  users  by 
2004.  or  24  per  cent  of  the 
total  UK  internet  market. 

It  «lso  believes  the  UK 
internet  advertising  market 
will  be  worth  £579m  by  2004 
and  that  Freeserve  will  have 
a 5 per  cent  share.  In.  total. 


for  example,  are  all  subscrip- 
tion-based internet  access 
services  and  as  such  have 
much  more  ‘'stickiness”,  as 
industry  parlance  puts  tt 

This  refers  to  attracting 
and  keeping  users.  Like 
Freeserve,  they  have  added 
services  to  their  offerings, 
but  their  paying  subscribers 
are  seen  as  much  more  loyal 
than  the  free  service  users. 

Thin  argument  is  one  of 
the  most  powerful  against 
giving  “free"  services  pre- 
mium internet  ratings.  How- 
ever, there  are  other  con- 
cerns. First  is  . the  growing 
competition  in  the  UK  inter- 
net market.  There  are  now 
some  40  free  internet  service 
providers.  AH  are  relying  on 
the  samp  business  model  as 
Freeserve,  counting  on  reve- 
nues from  e-commerce  and 


ft 


lAV-it  - . .'.  ji  _i 

>v£r  V .-  : 


S*F--Ts  Am- 

■ »■  - ...  * r.  - 

I'*  * “i:_  -i*  - ’V:- 

mm 

mm 

Kao*****' 


advertising.  Another  threat 
comes  from  technologies 
that  could  undermine  the 
portal  model.  Digital  televi- 
sion, for  example,  could  turn 
t>n»  cable  operators  into  the 
biggest  internet  service  pro- 
viders for  consumers  using 
TV  sets  to  access  the  web. 

In  addition,  many  observ- 
ers believe  the  PC  will  be 
increasingly  replaced  as  the 
main  conduit  to  the  internet 
either  through  TV  sets  or 
portable  wireless  devices.  In 


this  vision  of  the  world, 
Freeserve  would  come  under 
threat  from  cable  operators 
and  mobile  phone  groups. 

Finally,  many  of  the  valua- 
tion estimates  rely  on  the 
Mg  multiples  on  US  internet 
stocks  bring  justified.  With 
observers  predicting  a cor- 
rection to  the  US  sector,  the 
mathematics  underpinning 
Freeserve’s  suggested  valua- 
tions could  unravel 

On  Monday,  US  internet 
stocks  fell  sharply,  in  part 


because  of  bearish  com- 
ments by  Wall  Street's  lead- 
ing internet  analyst,  Mary 
Meeker,  who,  ironically, 
works  for  Morgan  Stanley 
Dean  Witter. 

“Many  of  them  are  going 
to  blow  up  this  year,”  she 
was  reported  as  saying  of 
internet  stocks.  Dixons,  and 
analysts  with  punchy  valua- 
tions, will  be  hoping  Frees- 
erve, should  it  came  to  the 
market,  does  so  sooner 
rather  than  later. 


The  top  UK  information  tech-  . l • 

notogy  stocks  - mainly  sei- 
vice  companies  - such  as 
Logica.  Serna  and  CMG  have 

caught  a cold  from  their  US  "40  rri 

cousins.  This  is  not  just  a 

knee-jerk  reaction  to  the  12} 

upset  from  Compaq,  the  per-  “T*jtepVl  - 

sonal  computer  manufac- 

turer.  US  service  stocks  have  -joo  / 

also  been  badly  derated.  The  I ® | 

fear  is  that  as  spending 

grinds  to  a halt  on  firing  mil-  80  gQCi£&i 

lennium  bomb  problems,  ly  ^ “Mte»s 
earnings  growth  wifi  soften. 

However,  companies  such  as  80  — . i — — 

Logica  are  not  sending  in  Qeti988  1999  A* 
armies  of  bug-busters  but  suaxammuMor 
undertaking  more  sophisti- 
cated tasks  such  as  integrating  telecommunications  or  bank- 
ing networks.  And  the  contracts  should  also  give  the  compa- 
nies greater  advance  warning  of  a downturn  than  software 
or  hardware  companies.  Such  qualities,  however,  do  not 
come  cheap  and  neither  do  the  shares,  even  after  the  recent 
slump.  But  if  last  year’s  panic  is  any  guide,  the  market  wifi 
soon  forget  this  wobble. 

Tour  operators 

Thomson  Travel's  warning  that  it  will  not  let  Alrtours  seize 
its  market  leadership  - as  the  latter  would  if  it  wrested 
control  of  First  Choice  from  Switzerland’s  Kuoni  - without  a 
bareknuckle  fight  has  led  to  a de-rating  of  the  tour  operat- 
ing sector.  Thomson  fell  9 per  cent  and  Airtours  7 per  cent 
yesterday.  Memories  of  the  price  war  and  overcapacity  of 
1995  are  still  sharp  in  investors’  minds.  Thomson  is  aware  of 
this  it  wants  to  create  such  market  anxiety  that  Airtours 
shies  away  from  bidding.  However,  Airtours'  tightly-held 
shares  are  sufficiently  attractive  to  withstand  the  heat  And 
Thomson  is  no  longer  a private  company  that  can  blindly 
pursue  market  share  with  no  regard  for  profitability:  its 
shares  are  6 per  cent  below  last  year’s  overpriced  float.  Such 
threats  lack  credibility.  A Thomson  counter-bid  for  First 
Choice  is  possible.  But  at  best,  given  a combined  42  per  cent 
market  share,  it  would  be  just  a spoiling  tactic  designed  to 
dump  any  Airtours  bid  into  the  Competition  Commission,  h 
is  hard  to  see  how  Thomson  could  afford  First  Choice:  its 
paper  is  an  unappealing  currency  and  cash  too  ambitious 
given  the  size  of  the  target  and  gearing  constraints.  Hence 
tears  that  Thomson  will  simply  add  capacity,  precipitating  a 
price  war  it  would  probably  lose.  This  would  be  disastrous 
for  the  sector,  but  most  of  all  for  Thomson.  It  would  be 
better  for  it  to  copy  Airtours  and  expand  profitably  overseas. 


HFC  to  cut  costs  Debenhams  sees  Strong  growth  for  life  assurers 

i-  T)  AM  /A-fJ  ^ 1 By  Christopher  BfowrWfcimes  mimns  to  10  per  cent  of  sin-  £434m,  reflecting  the  trend  while  group  business  w 

7 II  DuflcIlLlal  no  UllDIC)  VCIIlCIl  L gle  premiums  - while  L&G  away  from  bank  deposits.  45  per  cent  at  £26An. 

v T Prudential  and  Legal  & saw  new  business  rise  32  per  but  the  group  missed  out  on  The  group  saw  a 50. 


By  George  Graham 

HFC  Bank,  the  UK  arm  of 
Household  International,  the 
US  financial  services  group, 
aims  to  cut  the  cost  base  of 
Beneficial. . Bazik,  acquired, 
last  year,  by  more  than  half 
before  the  end  of  1999. 

HFC,  which  Issues  the 
Goldfish  and  GM  credit 
cards,  cut  £10m  ($16m)  from 
Beneficial’s  costs  in  the  last 
six  months  of  last  year,  and 
has  set  a target  of  cutting  its 
cost  base  by  58  per  cent.  “By 
year  end  1999 1 am  confident 
we  will  have  done  that,”  said 
Adrian  Hill,  chief  executive. 

The  merger  between 
Household  International  and 
Beneficial  Corporation,  Ben- 
eficial Bank’s  US  parent  was 
completed  last  June  30. 
Pretax  profits  at  HFC  Bank, 
the  core  operation,  rose  17 


RESULTS 


per  cent  in  1998  to  £9Llm 
after  a £3.4m  exceptional 
cost.  Beneficial  Bank 
reported  pretax  profits  of 
£12. lm  after  an  exceptional 
charge  of  £77.6nv  mostly  to 
.bring  its  accounting  stan-; 
dards  into  line  with  HFC’s.  - \ 
The  incorporation  of  Bene- 
ficial, which  had  a large  j 
affinity  card  business  issu- 
ing credit  cards  in  partner- 
ship with  groups  such  as 
Cambridge  University  and 
the  British  Medical  Associa- 
tion. has  propelled  HFC  into 
fifth  place  among  UK  credit 
card  issuers.  It  also  ranks  in 
the  top  three  for  retail  credit 
at  the  point  bf  sale,  B has 
900,000  customers  for  the 
Goldfish  card,  launched  with 
Centrica-  the  gas  company, 
and  600,000  for  the  GM  card, 
issued  in  partnership  with 
the  US  car  manufacturer. 


By  Peggy  Holfinger  

Debenhams,  the  department 
store  group,  yesterday 
poured  cold  water  on  sugges- 
tions that  the  long-depressed 
UK  clothing  sector,  was 
beginning  to  sbbw  signs  of  a 
revival  with  a disappointing 
statement  on  current 
trading. 

Terry  Green,  chief  execu- 
tive of  the  company  which 
was  demerged  last  year  from 
the  Arcadia  fashion  group, 
said  trading  still  remained 
highly  volatile  from  week  to 
week. 

-“We  are  stiD  operating  in  a 
tough  envtcpmnent,"  he  said. 
Although  sales  -had 
improved  towards  the  end  of 
the  first  halt,  the  first  seven 
weeks  of  the-  second  had 
shown  a return  to  the 
depressed  levels  seen  earlier 


in  the  year.  Sales  pvrturiing 
new  space  were  IB  per  cent 
down  in  the  first  half,  he 
said,  against  a 2S  per  cent 
decline  reported  as  of 
January. 

. However,  Mr  Green  said 
he  was  confident  that  cus- 
tomer confidence  was 
returning  and  there  were 
some  signs  of  an  improve- 
ment in  sales  of  women's 
wear.  • 

Mr  Green  was  reporting 
interim  profits  at  the  top  end 
of  expectations,  up  by  3 per 
cent  to  £79.4m  (1127.8m). 
Cfroup  sales  were  2 per  cent 
ahead  at  £785 .2m  for  the  26 
weeks  to  February  27, 
although  like-for-like  sales 
were  down  by  15  per  cent 

The  dividend  Is  increased 
5 per  cant  to  4.lp,  on  earn- 
ings per  share  ahead  22  per 
cent  to  14.1p.. 


- Dividends 


By  Christopher  Brown-femes 

Prudential  and  Legal  & 
General,  two  or  the  UK’s 
leading  life  assurers,  yester- 
day reported  strong  growth 
in  first-quarter  business,  but 
said  uncertainty  over  stake- 
holder pensions  was  hitting 
personal  pension  sales. 

They  also  disclosed  that  a 
move  away  from  bank  depos- 
its, because  of  low  interest 
rates,  had  led  to  a sharp  rise 
in  sales  of  investment  bonds. 

The  Prudential  saw  UK 
new  business  climb. 8 per 
cent  to  £230m  (S37Qm)  - 
based  on  an  industry  stan- 
dard that  adds  regular  pre- 


miums to  10  per  cent  of  sin- 
gle premiums  — while  L&G 
saw  new  business  rise  32  per 
rent  to  £127. 4m. 

Stakeholder  pensions  are 
not  due  to  be  launched  until 
April  2001,  but  there  is  evi- 
dence of  consumers  holding 
back  on  decisions  until  they 
know  exactly  what  the  new 
product  looks  like. 

The -Pm  reported  a 32  per 
cent  drop  in  new  individual 
pensions  sales  to  £76m, 
stressing  that  a 34  per  cent 
drop  in  the  size  of  its  direct 
sales  force  to  2,850  was 
partly  responsible. 

Sales  of  the  Prudence 
Bond  climbed  59  per  cent  to 


£434m,  reflecting  the  trend 
away  from  bank  deposits, 
but  the  group  missed  out  on 
the  last  rush  for  per- 

sonal equity  plans,  with 
investment  product  sales 
faffing  si  per  cent  to  £22m. 

E^,  the  group's  direct 
hanking  arm,  has  taken 
£4.5bn  in  deposits  since  its 
launch  last  October,  and  is 
adding  to  the  total  at  the 
rate  of  £l40m  a week.  It  has 
370,000  accounts.  Prudential 
said  it  would  “probably”  be 
applying  for  a US  listing 
later  this  year. 

L&G  said  new  individual 
business  rose  29  per  cent  to 
£100 -5m,  on  a weighted  basis, 


while  group  business  was  up 
45  per  cent  at  £26.9m. 

The  group  saw  a 50.4  per 
cent  surge  in  sales  of  per- 
sonal equity  plans  and  unit 
trusts  to  £307 .3m.  Its  pension 
fund  investment  business 
also  grew  strongly,  rising  97 
per  cent  to  £2£bn,  as  it  won 
81  new  mandates  and  bene- 
fited from  a continued  shift 
from  active  management  to 
index-tracking. 

Analysts  have  been 
impressed  by  the  strength  of 
life  companies'  first-quarter 
figures.  But  there  are  con- 
cents over  margins  and  tears 
of  a slower  rate  of  growth 
later  in  the  year. 


TOTAL 


NOTICE  OF  SHAREHOLDERS1  MEETING 

The  shareholders  of  Total  are  hereby  informed  dial  a Combined  General  Meeting  (Annua]  Ordinary  and 
Extraordinary),  is  to  be  convened  on  Tuesday,  May  11, 1999,  at  10:00  aja.,  at  CNTT  La  Defense  - Amphitheatre 
Leonard  de  Vmd  - 2,  place  de  la  Defense  - 92053  Paris  La  Defense  - France. 
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HIGHLIGHTS 

FROM  THE  -.998  REPORT  & ACCOUNTS 

* Record  Profit  before  Tax  of  £73.7!^,  up  1 1 % 

* Safes  Volume  Growth  10% 

* Return  on  Shareholders’  Funds  up  to  25%+ from  22% 

fpre  Goodwill  Amortisation  - 

-igM  . Vita  is  an  International  leader  In  the  application  of 

science,  technology  and  engineering...  bringing  a totally 
mm  flexible  and  innovative  approach  to  polymer 

- ' processing^,  throughout  the  world. 

AQM  to  be  held  230pm  today  at  ' . >/ 
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Minorco 
offer  for 
Reunion 

By  fiDBao  ffCMaor  . 

Minorco,  the  Luxem- 
bourg-based affiliate  of 
Anglo  American,  is  making 
an  offer  for  Reunion  Mining 
a few  - weeks  before  its 
merger  with  Anglo.  As  a 
result,  the  Anglo  American 
mining  group  will  find  itself 
paying  more  than  £37m 
($59m)  to  buy  back  Nami- 
bian zinc  mining  rights  it 
gave  to  a smaller  competitor 
three  years  ago. 

Reunion  Mining’s  main 
asset,  is  a 60  per  cent  interest 
in  the  low-cost  Skorpion  zinc 
deposit  in  Namibia.  This 
deposit  was  discovered  by  an 
Anglo  subsidiary,  but  it  gave 
an  option  over  60  per  cent  of 
it  to  Reunion,  because  it 
could  not  find  a way  to 
extract  the  metal  economi- 
cally. • 

The  recommended  offer  of 
| 88p  cash  per  Reunion  share, 
values  the  company  at  just  I 
over  £372m,  or  £38.1m  ass- 
uming all  option  and  war-  i 
rant  holders  accept.  The  j 
offer  is  unconditional.  i 


All  shareholders  are  entitled  to  participate  in  this  General 
Meeting,  whatever  the  number  of  shares  held,  or  to  cast 
postal  votes. 

If  they  are  individual  shareholders,  they  may  be  represented 
only  by  another  shareholder  member  of  the  Meeting  or  by 
an  officer  of  the  Meeting  or  by  their  spouse. 

In  order  to  participate  in  or  be  represented  at  the  Meeting: 

a)  Holders  of  registered  shares  must  have  the  shares 
registered  in  cbeir  names  at  least  five  days  prior  to  the 

. date  of  the  Meeting. 

b)  Holders  of  bearer  shares  should,  at  least  five  days  prior 
to  the  date  of  the  Meeting,  provide  evidence  that  the 
shares  are  being  held  in  a blocked  account,  in  the  form  of 
a certificate  issued  by  the  financial  intermediary  holding 

. the  record  of  the  acquisition.  Such  certificate  should  be 
sent  to  PARIBAS,  Division  Emeoeurs  et  utrisaoon.  Service 
desAssembiees,  3,  rue  d'Anrin  - 75078  Paris  Cedex  02.  The 
shares  may  not  be  released  for  possible  sale  until  after  the 
date  of  the  Meeting  or  of  any  other  Meeting  convened 
with  the  same  agenda,  if  the  required  quorum  was  not 
reached  upon  first  notice. 

c)  Holders  of  American  Depositary  Receipts  evidencing 
American  Depositary  Shares  (”ADSs“)  representing  the 
shares  should  contact  the  Bank  of  Newark,  as  Depositary, 
at  (212)  815-2154. 

As  required  by  law,  shareholders  are  reminded  that : 

- Shareholders  wishing  to  cast  a postal  vote  may  obtain  the 
appropriate  form  by  writing  to  the  Company  or  PARIBAS, 
Service  dcs  Assemblies,  by  registered  letter  with 
acknowledgement  of  receipt, 

- In  order  to  allow  time  for  such  forms  to  be  issued, 
requests  must  be  received  at  the  Company's  head  office: 
TOTAL,  Direction  des  Affaires  Juridiques  et  des  Accords. 
DEF  A.  201  Tour  TOTAL  24,  corns  Michelet -92069  Paris 
La  Defense  Cedex.  or  by  PARIBAS,  Service  des  Assemblies, 
not  later  than  six  days  prior  to  the  date  of  the  Meeting. 


- The  duly  completed  form  must  be  returned  to  the 
Company's  bead  office  or  PARIBAS,  Sendee  desAssembiees, 
at  least  three  days  prior  to  the  date  of  the  Meeting. 

- In  the  case  oF  holders  of  bearer  shares,  postal  votes  will 
only  be  accepted  subject  to  prior  receipt  of  the  certificate 
evidencing  the  fact  that  the  shares  are  being  held  in  a 
blocked  account,  as  provided  for  in  b)  above. 

- Any  shareholder  who  has  cast  a postal  vote  will  not  have 
the  right  to  participate  in-  the  Meeting  in  person  or  to 
give  a proxy  to  any  other  person. 

- Shareholders  may  obtain  the  documents  provided  for  in 
die  Article  135  of  the  Decree  of  March  23, 1967,  by  writing 
to  the  Company’s  head  office  TOTAL.  Direction  dcs 
Affaires  Juridjques  et  des  Accords,  DEF  A.  201.  Tour 
TOTAL  24,  corns  Michelet  *92069  Paris  La  Defense  Cedex. 
or  io  PARIBAS,  Division  EmeUeuis  et  titrisation.  Service 
des  Assemblees,  3,  rue  d'Antin  - 75078  Paris  Cedex  02. 

- Holders  of  ADSs  may  exercise  voting  rights  with  respect  to 
the  ADSs  by  completing  the  voting  instructions  prepared 
by  the  Bank  of  New  York  which  are  being  delivered 
together  with  the  Notice  to  the  holders  of  the  ADSs. 

Forms  of  proxy  and  postal  voting  forms,  together  with  entry 
cards,  may  be  obtained  on  request  from  PARIBAS  or  the 
Bank  of  New  York. 

Shares  registered  in  the  name  of  the  same  holder  For  at  least 
two  years  as  of  the  date  of  the  General  Meeting  carry  double 
voting  rights  (article  37  paragraph  7 of  the  bylaws). 
Nevertheless,  the  transfer  of  registered  shares  to  another 
registered  shareholder  in  connection  with  a succession,  the 
sharing  of  die  joint  estate  of  a husband  and  wife,  or  a 
disposition  inter  vivos  in  favour  of  a spouse  or  a relative  in 
the  line  of  succession,  shall  not  be  deemed  to  represent  a 
transfer  of  ownership  for  the  purpose  of  determining  the 
above  qualification  period  or  the  eligibility  for  double  voting 
rights  (article  37  paragraph  8 of  the  bylaws). 

THE  BOARD  OF  DIRECTORS 


TOTAL 

UKKB  www.total.com 

TOTAL  SOCIETE  ANONYME  CAPITAL  STOCK  FRF.  14.402,574,650  - 542  051  180  R.C.S-  NANTERRE 
HEAD  OFFICE:  TOUR  TOTAL,  24  COURS  MICHELET.  PUTEAUX  (HAUTS-DE-SEINE)  FRANCE 
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MANAGEMENT  & TECHNOLOGY 


JOHN  W.  HUNT 

ADVISES 


Reward 


systems  and 
disincentives 


Income  differentials 
and  ‘fat  cat'  pay 
produce  damaging 
internal  tensions 


Dear  Professor  Hunt. 

I am  cm  executive  in  a 
successful,  global  firm  who  is 
irritated  by  the  continuing 
increase  m pay  of  chief 
executives.  I realise  they 
shoulder  responsibility  for 
satisfying  shareholders,  but  it 
is  the  rest  of  the  team  that 
orchestrates  the  generation  of 
profits  on  a day-to-day  basis. 
Is  there  research  to  show 
what  effect  “fat-cat" pay  has 
on  their  colleagues' 
performance? 


Your  question  will  touch  a 
nerve  with  many  people. 
Does  the  relative 
contribution  of  the  chief 
executive  of  a Fortune  500 
company  warrant  paid 
income  differentials  of  200:1? 
Do  partners  in  law  firms 
deserve  incomes  12  tunes 
greater  than  those  on  the 
bottom  rung  of  then- 
profession?  The  answer  is 
probably  no. 

However,  your  question 
ignores  the  leading 
determinant  of  earnings;  the 
labour  market  Differentials 
in  Income  are  not  based  on 
differentials  in  output  or 
contribution.  They  are  based 
on  market  perceptions  of 
relative  worth  and  on  the 
availability  of  the  skills 
these  high-earners  can  offer. 

Any  attempt  to  control 
these  rates  is  certain  to  fail. 
If  they  become  excessive, 
buyers  will  withdraw. 

So  why  does  chief 
executive  pay  continue  to 
skyrocket?  First,  most  CEOs 
did  not  join  their  company 
to  become  multi- 
millionaires. They  are 
motivated  by  power, 
autonomy,  challenge, 
recognition  or  a combination 
of  these. 

However,  the  process 
becomes  insidious.  Money  is 
the  one  reward  that  is 
comparable  with  their  peers. 
So,  if  the  board's 
remuneration  committee 
wishes  to  sustain  its  chief 
executive’s  motivation,  it 
tends  to  come  back  to  that 
universal  yardstick  nr 
success. 

What  of  the  effect  such 
rewards  have  on  their 
colleagues?  Research  has 
shown  that  compensation 
schemes  are  based  on  one  of 
two  propositions.  The  first  - 
the  stretch  theory  - is  that 
the  greater  the  differences  in 
hierarchical  pay  levels,  the 
better  the  performance  of 
executives  who  aspire  to  the 
status  of  a fabulously  paid 
chief  executive. 

The  problem  is  that  too 
great  or  too  little  stretch  will 
demotivate  these  so-called 
high  achievers.  Further, 
significant  stretch  must  be 
possible  for  other  people 
besides  the  chief  executive. 

If  it  is  only  the  CEO  who 
hits  the  big  time,  the  impact 


is  likely  to  be  negative. 

Given  that  there  is  only 

one  top  job  and  the  odds  of 
reaching  it  are  stacked 
against  the  majority  of 
aspirants  attaining  it,  the 
downside  is  that  the  rest  of 
the  team  could  become 
seriously  disenchanted. 

The  flaws  in  the  stretch 
theory  were  highlighted  in 

the  February’  issue  of  the 
journal  of  the  American 
Academy  of  Management. 
Research  by  Matt  Bloom  of 
Notre  Dame  University.  His 
research  examined 
American  League  baseball 
where,  he  claims,  team 
owners  and  managers 
believe  the  higher  the 
reward  differentials  for  the 
stars,  the  better  highly  paid 
individuals  will  perform  and 
the  greater  the  team's 
success. 

Prof  Bloom's  findings 
show  the  reverse  is  true.  The 

greater  the  difference 
between  the  pay  of  the  stars 
and  that  of  the  rest  of  the 
team,  the  less  impressive  the 
performance  of  the  stars  and 
the  team  as  a whole. 

Conclusion?  Highly  paid 
stars  undermine  group 
cohesion,  which  results  in 
less  effective  teams  and  less 
financially  successful  dubs. 

The  second  proposition 
holds  that  motivation  comes 
from  compressing  income 
differentials.  It  puts  the 
emphasis  on  the  team  and 
inculcates  feelings  of  equity, 
common  purpose  and 
mutual  support. 

Teams  should  be  rewarded 
as  teams,  not  as  individuals, 
to  reinforce  team  cohesion. 
And  cohesion  in  the  top 
team  is  an  important 
predictor  of  company 
performance. 

The  effects  of  either 
stretch  or  compression  are 
not  confined  just  to  those  at 
the  top;  they  affect  all 
employees.  Greater  income 
differentials  may  motivate 
those  at  or  near  the  top  but 
have  negative  effects  for  the 
rest  of  the  troops  “slogging 
away",  as  they  would  say, 
“doing  the  business". 

Conversely,  compressed 
pay  differentials  at  the  top 
should  generate  more 
togetherness  and  increase 
co-operation.  Again,  this 
makes  assumptions  about 
the  employees'  personalities 
which  research  on 
motivation  does  not  support 
Differences  in  individual 
patterns  of  motivation  make 
much  of  the  research  on 
reward  systems  of  little 
value. 

Financial  reward  systems 
are,  at  best,  clumsy, 
invariably  outdated  and 
insensitive  to  individual 
differences.  Their  only 
sensitivity  lies  in  their 
capacity  to  upset  people. 


John  W.  Hunt  is  Professor  of 
Organisational  Behaviour  at 
London  Business  School  and 
a consultant  to  private  and 
public  sector  clients.  This 
column  appears  fortnightly. 


LOUISE  KEHOE 

IN  SAN  FRANCISCO 
EAGLE  EYE 


INFORMATION  TECHNOLOGY  E-BOOKS 


Publishers 


turn  the 


e-page 


Cleaner  type  and  a 
forthcoming  industry 
standard  may  boost 
electronic  books, 
writes  Alan  Stewart 


After  years  of 
anticipation,  elec- 
tronic books  have 
become  a reality.  In  recent 
months,  several  of  these 
hand-held  computers  that 
store  text  electronically  have 
gone  on  sale  in  the  US  - 
others  are  due  to  follow 
soon. 

The  long-term  impact  is 
still  uncertain.  Not  everyone 
is  convinced  “e-books"  win 
prove  universally  popular. 
Paper  books,  say  sceptics, 
will  never  be  completely 
replaced. 

“Whenever  I hear  people 
say  that,  1 always  point  out 
that  it's  already  too  late,” 
says  Daniel  Munyan,  chief 
executive  of  Everybook,  an 
e-book  reader  supplier. 
"Paper  encyclopaedias  are 
already  gone.” 

To  ensure  that  the  take-up 
of  e-books  is  not  disrupted 
by  a standards  war  (such  as 
the  one  that  took  place  over 
the  VHS  and  Betamax  stan- 
dards for  video),  a group  of 
interested  companies  is 
developing  an  Open  eBook 
standard.  A draft  version  is 
scheduled  for  publication  at 
the  end  of  May. 

The  group  Includes  Every- 
book and  four  other  e-book 
reader  companies  - Nuvo- 
Media,  SoftBook  Press, 
Glassbook  and  Librius. 
Other  members  are  publish- 
ers Bertelsmann,  HarperCol- 
lins,  Microsoft  Press,  Pen- 
guin Putnam.  Simon  & 
Schuster  and  lime- Warner 
Books,  as  well  as  Franklin 
Electronic,  publishers  of  200 
electronic  reference  books, 
and  online  bookseller 
barnesandnobte.com. 


As  well  as  attending  in  its 
role  as  a book  publisher. 
Microsoft  is  also  bringing  to 
the  party  a new  font  technol- 
ogy. known  as  ClearType.  By 
addressing  an  area  smaller 
than  a pixel,  a single  point 
in  an  image,  the  new  tech- 
nology is  claimed  to  make 
screen  type  clearer  and 
easier  to  read,  especially  on 
the  liquid  crystal  displays 
found  on  laptop  computers. 

A second  new  print  tech- 
nology from  software  com- 
pany Adobe,  another-  group 
member,  is  Precision  Graph- 
ics Mark-up  Language 
fPGML).  This  is  a hybrid  of 
Adobe's  proprietary  Portable 
Document  Format  (PDF)  and 
the  hyper  text  mark-up  lan- 
guage (HTML)  used  for  page 
layout  on  the  web. 

"Adobe's  technology  pro- 
vides a 400  per  cent  improve- 
ment on  the  current  ‘blocki- 
ness’  of  pixels,  while 
ClearType,  at  its  very  best, 
will  never  be  more  than  a 
300  per  cent  improvement," 
says  Mr  Munyan.  Yet,  he 
believes  a joint  effort  by 
Microsoft  and  Adobe  would 
produce  truly  readable 
e-books,  comparable  to 
paper,  at  very  low  cost. 


e-book  reader  is  competing 
with  paper,  not  a computer 
screen.  "Paper  is  perfect."  he 
says.  “It  has  been  perfected 
over  a millennium."  He  is 
therefore  enthusiastic  about 
new  cholesteric  liquid  crys- 
tal screens  being  developed 
by  Rent  Display  Systems 
with  technology  from  Kent 
State  University  in  Ohio. 

"They  use  a form  of  cho- 


‘The  student  will  be  able  to  get 
an  e-book  reader  loaded  with  the 
whole  curriculum' 


Everybook  decided  to  use 
PDF.  as  90  per  cent  of  ail 
current  publications  already 
exist  in  that  format,  rather 
than  HTML,  which  is  used 
by  NuvoMedia  and  SoftBook 
Press.  “At  my  price,  the 
quality  has  to  be  head-and- 
shoulders  above  the  competi- 
tion," says  Mr  Munyan.  He 
is  not,  he  says,  dealing  with 
fiction  for  the  beach. 

Mr  Munyan  believes  his 


lesterol  to  create  an  opaque 
background  of  any  colour, 
and  lay  down  a foreground 
in  sharp  100  dots-per-inch 
(dpi)  resolution  - better  than 
a computer  screen's  72  dpi  - 
with  no  backlight  at  alL”  he 
says.  “It  Is  just  like  paper.  If 
you  take  it  outside,  it’s  abso- 
lutely clear  in  natural  light." 

A cholesteric  screen 
requires  no  power  to  hold  a 
static  image.  “Once  you 


have  turned  the  page  in  your 
e-book,  you  could  pull  out 
the  battery,”  he  says.  “If  you 
fall  asleep  reading,  when 
you  wake  up  the  next  morn- 
ing, you're  on  the  same 
page,  and  you've  burned 
zero  battery  power." 

Not  only  do  the  new 
screens  display  a clearer 
image,  they  are  also  com- 
pletely glass-free,  and  conse- 
quently much  lighter  than 
glass  screens.  “They  are 
going  to  completely  revolu- 
tionise e-books,”  enthuses 
Mr  Munyan,  who  is  testing  a 
personal  model  of  Every- 
book’s  eBook  reader  with 
cholesteric  screens. 

Everybook  sees  a large 
market  for  e-books  in  univer- 
sities. “As  a freshman,  the 
student  will  be  able  to  get  an 
e-book  reader  loaded  with 
the  whole  curriculum  for  the 
next  four  years,  and  then 
have  updates  downloaded 
from  the  internet’’  he  says. 

All  five  current  suppliers 
of  e-book  readers  are  US- 
based,  and  NuvoMedia's 
Rocket  eBook  was  the  first 
to  go  on  sale.  The  device  was 


launched  in  October  at  the 
New  York  flagship  store  of 
Barnes  & Noble,  the  big  US 
bookstore  chain,  which  is 
spiling  electronic  books  from 
its  web  site. 

At  $500,  and  weighing  just 
20oz,  the  unit  measures  7.5m 
by  -L8in  (standard  paperback 
size)  and  has  a monochrome 
liquid  crystal  screen  4-5in  by 
3in.  NuvoMedia  says  the 
Rocket  eBook  can  hold 
around  10  novels,  and  has  a 
battery  life  of  20-25  hours. 

The  SoftBook,  meanwhile, 
is  available  from  SoftBook 
Press  for  either  a one-off 
payment  of  $600  or  an  initial 
payment  of  $300.  followed  by 
24  monthly  payments  of  $20. 
At  &51n  by  llin  (A4  paper 
size),  the  reader  is  larger 
than  NuvoMedia's  and  heav- 
ier, weighing  just  under  31b. 
Said  by  SoftBook  Press  to  be 
able  to  store  around  250  nov- 
els,. the  SoftBook  has  a 
claimed  battery  life  of  only 
five  hours. 

The  professional  model  of 
Everybook's  Dedicated 
Reader  is  scheduled  for 
launch  around  mid-year  at  a 


price  of  $1,500.  For  this,  how-., 
ever,  the  purchaser  receives- 
a reader  with  two  9.75ln.by.; 
ll.75in  full  colour ; facing, 
screens,  which  fold  together 
to  make  the  leather -covered 
device  look  like  a book. ' ■ 

Glassbook  intends  to  bring  . 
out  its  e-book  reader  “some. 
time  this  calendar  year" 
Finally  Librius  intends  Its 
Millennium  E-Reader  to  be 
available  around  toe  begto 
ning  of  July.  • . ‘ ; 

Ironically,  a similar  Euro- 
pean device  was  in  existence 
2lA  years  ago.  The  NewsPAD,- 
manufactured  by  Acorn,  was 
used  in  a European  Union- 
funded  electronic  newspaper 
trial  in  conjunction  with  El 
Periodica  de  Catalunya, 
based  in  Barcelona,  Spain. 

But  at  that  time  internet 
line  speeds  were  too  slow  to 
support  large  downloads: 
The  method  chosen  for  deliv- 
ery of  news  content  was 
therefore  overnight  televi- 
sion broadcast  Time  now, 
perhaps,  for  the  NewsPAD  to 
be  dusted  off  and  turned  into 
an  internet-connected  e-book 
reader.  ■ • 


MANAGEMENT  TOTAL  QUALITY  MANAGEMENT 


Making  continuous  improvement  better 


The  ‘excellence’  model  used  by  organisations  across  Europe  is  being  updated.  Sathnam  Sanghera  reports 


m 


In  the  fickle  world  of 
management  tech- 
niques there  Is  one 
survivor.  Total  Quality  Man- 
agement, originally  dis- 
missed as  a 1980s  fad,  still 
commands  passionate  sup- 
port. This  is  despite  accusa- 
tions that  it  is  excessively 
bureaucratic  and  inward- 
looking. 

Those  who  dislike  it.  hate 
it  But  those  who  stand  by 
TQM.  with  its  central  belief 
that  quality  should  be 
applied  to  every  aspect  of  an 
organisation,  are  positively 
evangelical. 

At  a conference  in  Geneva 
today  Europe’s  most  dedi- 
cated TQM  supporters  are 
attending  the  launch  of  a 
new  model  that  promises  to 
extend  its  shelf-life. 

The  organisation  behind 
the  conference,  the  Euro- 
pean Foundation  for  Quality 
Management,  is  updating  its 


TQM  “excellence  model"  to 
make  it  more  relevant  for 
the  next  century. 

Like  the  old  EFQM  model 
it  will  stress  continuous 
improvement,  empowering 
employees  and  delivering 
customer  satisfaction,  as 
well  as  internal  issues  such 
as  processes  and  leadership. 
But  it  will  add  a 1990s 
emphasis  on  innovation, 
knowledge  and  the  manage- 
ment of  partnerships. 

“Looking  for  quality  is  a 
process  of  evolution.  It's  like 
a Russian  doll  - every  time 
you  upgrade,  you  don’t  lose 
your  previous  model,  you 
upgrade  and  build  on  it”, 
says  Giovanni  Qua  glia, 
model  development  manager 
at  the  EFQM. 

While  most  other  manage- 
ment fashions  have  been 
consigned  to  the  dustbin,  the 
EFQM’s  TQM  model  contin- 
ues to  be  successful.  In  last 


November's  list  of  the  most 
respected  companies  in 
Europe,  published  by 
Price waterhouseCoopers  and 
the  Financial  Times,  seven 
of  the  top  10  were  EFQM 
members. 

British  Telecommunica- 
tions, a founding  member  of 
the  EFQM,  was  a European 
pioneer.  “We  have  been 
using  the  EFQM  model  since 
it  began,”  says  Peter 
Docwra.  the  head  of  excel- 
lence at  BT.  “We  recognised 
that  in  order  to  keep  up  with 
our  American  competitors 
and  in  order  to  be  a global 
player  we  had  to  look  at  tbe 
models  that  our  interna- 
tional counterparts  were 
using.” 

BT,  which  has  changed 
from  state  monopoly  to 
international  player  in  a 
very  competitive  market, 
adopted  TQM  in  1986.  “After 
we  were  privatised  we  had  a 


phase  of  macho  management 
when  all  that  mattered  was 
profit,”  says  Mr  Docwra. 
“But  customer  satisfaction 
has  become  increasingly 
important  ever  since  then. 
TQM,  in  the  form  of  the  busi- 
ness excellence  model  sup- 
plied by  EFQM.  helped  us 
realise  it  was  not  good 
enough  to  just  think  about 
shareholder  value." 

Such  enthusiasm  is  by  no 
means  universally  shared. 
Amanda  Eyles  was  involved 
with  the  model  while  techni- 
cal director  at  Bostik,  the 
glue  manufacturer,  between 
1992  and  1998.  She  thinks 
that  although  the  theory  is 
“very  good".  TQM  can 
become  too  bureaucratic. 

"So  many  procedures  are 
written  out  tbat  it  can  stop 
people  using  their  own  ini- 
tiative and  creativity  within 
the  organisation.”  she  says. 

Another  criticism  of  TQM 


is  that  it  uses  too  many 
words  to  express  obvious 
things.  Wordy  initiatives  can 
make  it  difficult  to  win  tbe 
support  of  employees,  espe- 
cially in  companies  where 
morale  is  undermined  by 
redundancies  or  where  the 
top  management  is  seen  to 
lack  a real  commitment  to 
quality. 

Day  Job,  a novel  by  Jona- 
than Baird,  voices  the  cyni- 
cism many  workers  feel 
about  TQM  and  its  tendency 
to  lapse  into  verbosity.  In 
one  scene  the  main  charac- 
ter and  his  “team"  have  to 
come  up  with  a mission 
statement.  An  employee 
asks:  "Do  you  think  we 
should  add  something  like: 
'Develop  focus  on  clearly 
defined  goals:  conceive,  test 
and  implement  actionable 
means  to  attain  these 
goals?'" 

TQM  sceptics  might  feel 


the  EDOM’S  new  model  falls 
into  a similar  trap.  One  of  its 
central  concepts  goes  by  the 
acronym  of  Radar,  represent- 
ing toe  five  tenets  of  corpo- 
rate excellence:  Results, 
Approach,  Deployment, 
Assessment  and  Review. 

The  launch  brochure  says: 
“The  Radar  logic  states  that 
an  organisation  needs  to 
determine  the  Results  it  is 
aiming  for,  plan  and  develop 
an  integrated  set  of  sound 
Approaches  to  deliver  the 
required  results.  Deploy  the 
approaches  in  a systematic 
way  to  ensure  frill  implemen- 
tation. Assess  and  Review 
the  approaches  followed 
based  on  monitoring  and 
analysis  of  the  results 
achieved  and  ongoing  learn- 
ing activities.”  ' 

Mr  Quaglia  concedes:  “It  is 
not  rocket  science.  But  hav- 
ing a new  model  Is  like  phi- 
losophy. It  states  what 
already  exists  but  gives  it 
new  shape."  " 
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[UP  ODg.  HriWiE  NETMaag  Ivcw  y S 


Intel  presses  home  advantage 


The  semiconductor  giant  aims  to  become  the  top  supplier  of  technology  for  household  networks 


There  are  18m  homes  in  the 
US  with  at  least  two  or  more 
personal  computers.  By  2003. 
toe  number  is  expected  to 
rise  to  28m.  If  you  are  in  a 
multi-PC  household  you 
have  probably  thought  about 
creating  a home  network. 
The  advantages  include 
shared  internet  accounts  as 
weD  as  shared  use  of 
printers,  scanners  and  other 
peripherals.  Everyone  on  the 
network  has  access  to  the 
best  equipment  available. 

Many  schemes  have  been 
proposed  for  creating  home 
networks  without  forcing 
users  to  cut  holes  in  walls 
and  string  new  wires 
throughout  their  homes. 
Home  networks  might  be 
linked  via  phone  lines, 
wireless  communications 
systems  or  even  electric 
wiring.  But  aB  are  tricky  for 
the  householder  to  install. 

Intel,  toe  semiconductor 
industry  giant,  has  set  Its 


sights  on  becoming  the  top 
supplier  of  technology  for 
networks  inside  homes,  as 
well  as  the  chips  that  go 
inside  PCs.  Usixig  phone 
lines  within  the  home,  data 
signals  are  sent  between 
home  computers  at  a high 
frequency  that  does  not 
interfere  with  voice 
telephone  calls. 

The  Any  Point  home 
network  is  so  easy  to  Install 
that  even  an  FT  columnist 
managed  it  At  less  than  $100 
per  connection,  the  home 
network  is  cheaper  than 
adding,  say.  a new  printer. 

The  bad  news  is  that  Intel 
is  not  allowed  to  offer  its 
plug-and-play  home 
networking  products  outside 
toe  US.  Telecoms  regulators 
In  other  countries  have  yet 
to  approve  the  scheme.  For 
those  of  you  outside  the  US, 
this  might  just  be  worth  an 
old  fashioned  protest  inarch, 
or  at  least  a letter  to  toe 


your  telephone  company.  If 
that  network  doesn't 
respond,  try  politicians. 


There  is  a big  problem 
looming  on  what  we  used  to 
call  the  “information 
highway”.  The  10-wheelers 
of  electronic 
business-to-business 
commerce  are  getting  up  to 
speed  - with  suppliers  and 
buyers  of  all  manner  of 
goods  exchanging  orders  via 
toe  internet  - but  nobody 
has  defined  tbe  rules  of  toe 
road. 

The  highway  analogies 
may  be  hackneyed,  but  they 
help  explain  problems  in 
e-business  arising  from  a 
lack  of  universal  standards. 
Imagine  what  would  happen 
if  trucks  carrying  oil  chose 
to  drive  on  toe  right  hand 
side  of  the  road,  while  steel 
trucks  chose  the  left. 


This  is  essentially  what  is 
happening  In  the  fast  lanes 
of  e-business.  Each  industry 
or  “vertical"  segment  is 
creating  its  own  set  of 
standards  for  how  to 
exchange  data,  but  most  do 
not  take  full  account  of  the 
standards  created  by  others. 
But  without  standards, 
e-business  may  be  heading 
toward  a pile-up  or  immense 
proportions. 

There  is  a common  route, 
or  technology  foundation, 
for  e-business.  XML.  or 
extensible  mark-up 
language,  is  a method  of 
“tagging'1  portions  of  data  to 
define  their  purpose.  On  an 
order  form,  for  example,  tags 
might  include  price, 
quantity,  product 
description  and  so  on.  But 
various  industries  have 
different  requirements  and 
established  ways  in  which 
they  present  orders  and 
bills,  so  numerous 


incompatible  "extensions"  or 
versions  or  XML  have 
emerged. 

There  are  several  worthy 
efforts  under  way  to  bring 
disparate  industry  standards 
together,  but  they  take  time. 
Industry  leaders  such  as 
Microsoft  have  proposed 
overarching  schemes  tbat 
would  draw  all  tactions 
together.  Eventually  one  of 
these  approaches  might  be 
successful.  In  the  meantime, 
the  best  approach  may  be  to 
ignore  the  whole  standards 
issue  and  get  on  with  doing 
e-business. 

This  is  the  conclusion 
Hewlett-Packard,  Chevron. 
General  Motors,  Cisco 
Systems  and  a host  of  other 
big  companies  have  reached. 
All  are  using  Ariba  Systems' 
procurement  network.  The 
Silicon  Valley  software 
start-up  has  created  an 
internet  marketplace  for 
businesses.  Corporate  users 


install  Ariba 's  software  on 
their  internal  networks. 
Employees  of  these 
companies  can  call  up  toe 
program  to  buy  anything 
from  fuel  oil  to  office 
notebooks,  ft  may  not  be  a 
universal  standard,  but  for 
now  it  works. 
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Just  as  electronic  business  is 
moving  from  hype  to  reality, 
it  seems  investors  are 
becoming  disenchanted.  The 
sell-off  in  US 
high-technology  stocks  is 
even  harder  to  fathom  than 
their  enormous  rise  in  value. 
It  is  especially  ironic  that 
Compaq  Computer's 
problems  seem  to  have  been 
a primary  factor  in  spoolring 
high-tech  investors.  Uke 
earlier  computer  giants, 
Compaq  appears  to  have 
become  so  tied  up  In  Internal 
issues  that  it  failed  to 
respond  quickly  to 
technology  change  - In  this 


case  the  Internet. 

Compaq’s  troubles  show 
the  dangers  of  failing  to 
adapt  quickly  to  e-business. 
Fhr  from  raising  questions 
about  the  value  of  internet 
stocks,  Compaq's  situation 
highlights  the  growing 
dependence  of  business  on 
internet  technologies. 

To  my  mind,  that  should 
boost  the  valuations  of  the 
suppliers  of  the  “tools  and 
plumbing”  that  make  it  all 
possible.  But  since  when  was 
the  stock  market  rational? 


Rivals  for  the  label  or 
second-biggest  US  computer 
company  (after  IBM) 


Compaq  and 

Hewlett-Packard  are  both 
looking  for  new  chief 
executives.  At  H-P,  Lew 
Platt  plans  to  retire  next 
year,  while  Compaq  has  a 
vacancy  now.  Both  have 
hired  headhunters,  but 
ah‘eady  the  same  names  are 
coming  up  on  both 
companies'  lists.  In  this 
sector  of  the  computer 
market  competition  can  he 
exPected  to  drive  prices  up, 
not  down. 
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on  the  FT  web  site 
(www.FT .com)  or  contact 
Louise  Kehoe  by  e-mail  on 
itehoei yx.maam.com 
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Euro  becomes  a casualty  of  Balkan  war 

Nervousness  over  Kosovo  is  turning  investors  off  the  euro-zone  as  the  rising  Nikkei  offers  greater  attractions,  wrftes  Alan  Beattie 

consequent  attraction  of  cap-  Japanese  yen  Japan  in  Japanese  institutional  and  towards  euro-denomina 

Someone  seems  to  have  ital  which  might  otherwise  Against  the  aabj»p«  4}  nm*  z&  awosjb  room  retail  investors  exporting  assets  is  a significant  t 

it  In  for  the  euro,  have  flowed  into  European  money.”  he  says.  nomenon. 

Every  time  the  fledg*  assets  - is  something  few  136 ... ; i?  With  the  huge  Japanese  “It  is  bard  to  say  I: 


B*ac  W3USTHB 
Qwnkats 

Consmicason  « au  Matte 
fawary  a Pgg 

gBW.  WOUSTWALS  _ 
A^npaca  & Defence 
Dksstfted  hduatefc 
Beam*  a eea  Eqdo 
EnW»w»*V  * feifcey 
CTCUCAL  CPUS  fiQQpg 

fenomoMes 

Houaemu  Bouts  & ram 
Were  bhb  Boons  ~ 


ftod  Protore  6 Process 


PwsonaJ  Care  s ra®  Finds 
numacndlcato 
Tateeco 

CTOUCM-SBIWCB 

Dbttutns 


Ittouw  Entewmi  & Homs 
Ucda  a PtKttgrqXV 
Haste.  Pete  & Broomes 

Support  Sente 
Transport 

WW-CYCUCAL  SERVE 

Food  a Drag  Retaflere 
TetecoBaramicallnos  Sena 

mures 

Beatify 
Gas  Dtebflutun 


*««■«  97648  -336  -3079  140  131  99017 

Ute  /terance  107738  -347  -38.77  138  846  109934 

ImesPiHiI  Compares  1071.72  -139  -2062  214  OOO  109743 

teal  Mae  76058  -135  -1443  230  137  78735 

^wcMfy  & Ofter  nn  100Q2B  -2.79  -2638  226  234  102004 

BffTMMATTOB  TECH  927,47  -027  -8238  090  442  934.17 

ttnrm««n  Tedi  Hantaan:  1D43.7B  ^833  -7037  Q36  024  HS2.7S  ' 

Sofltm  A computer  San  S5737  -035  -4235  060  015  85835 

Fmcr  Honan  k ran  m M«5e«ifeuM.  e FIS  team  IHtad  MB  n i«a  nm  T1BF  m 
*«H'  « iqpamd  Wt  m al  M LcnSu  End  Mm*  art  u*  RnuM  Horn  art  » mat  * OSS 
nttrarairtlinfer  tans,  omr  s a oyMMl  b>fe  nk  rt  at  4nka>  Srtrt  EaSra.  FRE  Einkp  Mki 
■f  cayU  by  FIX  Unrtnl 


■ ftse  HWTnptoowDBcrenBBQjfgtzoparM  late  poim 

Open  Sett  price  Change  Won  tew  Eat  sol  Open  fat. 
Jun  29613  2940 .0  -763  29723  29443  134  5795 

■ BJKS  Sm£  FTSE  B/R0TW> 100  DOGC  OPIUM  (ABQ  €10  per  Mu  point 

2800  2890  2960  2960  3000  3066  8100  6190 

C P C P C P C P C P C P C P C P 

Apr  207  3 168  3 107  4 587  O Zl  4 92  108-  - 

to)  233  37  192  47  188  61  122  78  92  H ■ 124  48  155  - 

fix  art  fcUM  J 1 . fror  mfu  <psn  Mmr  kttft  17488 . fteatas  aom  mb  tonrt  an  ertwn  (rite. 


Someone  seems  to  have 
it  In  for  the  euro. 
Every  time  the  fledg- 
ling currency  looks  like 
struggling  out  of  the  down- 
ward trend  it  has  fallowed 
since  the  beginning  of  the 
year,  something  else  comes 
along  to  knock  it  down 

again 

In  what  Jim  O’Neill,  chief 
currency  economist  at  Gold- 
man Sachs,  has  called  the 
euro's  annus  horribitis, 
almost  anything  bad  that 
could  conceivably  have  hap- 
pened to  it  already  has. 

The  latest  villain  of  the 
piece  has  been  the  perfor- 
mance of  the  Japanese  stock 
market  at  a time  when  war 
in  Europe  has  made  some 
International  investors  hold 
hack  from  plunging  money 
into  the  euro-zone. 

Hie  Nikkei,  having  trailed 
downwards  for  years  while 
the  economy  has  been 
caught  in  recession,  then 
suffered  along  with  all  other 
equity  markets  from  the 
global  turmoil  last  year.  But 
the  sustained  rise  in  the 
index  this  year  - and  the 


consequent  attraction  of  cap- 
ital which  might  otherwise 
have  flowed  into  European 
assets  - is  something  few 
could  have  predicted. 

Could  thin  wMn  that  the 
much-heralded  overseas  cap- 
ital flows  into  euro-denomi- 
na ted  assets,  whose  absence 
has  done  so  much  to  contrib- 
ute to  the  euro's  under- 
performance,  will  be  post- 
poned indefinitely? 

The  timing  of  the  Nikkei's 
run  was  unfortunate,  coming 
at  a time  when  the  Kosovo 
war  meant  that  the  euro  was 
badly  placed  to  absorb 
another  blow. 

Many  thought  that  the 
rises  in  Japanese  stocks  in 
March  were  no  more  than  a 
temporary  phenomenon 
related  to  end  of  fiscal  year 
capital  flows,  as  happened  in 
1998. 

With  speculation  in  the 
markets  about  the  amount  of 
money  flowing  back  to 
Japan  to  dress  up  balance 
sheets,  rising  equity  prices 
were  thought  to  be  no  more 
than  short-term  beneficia- 
ries. They  also  had  the  fortu- 
itous effect  of  increasing  the 
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in  Japanese  institutional  and  towards  euro-denomina  ted 
retail  investors  exporting  assets  is  a significant  phe- 
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NOTICE  OF  MEETING 

Notice  of  neetiBg  of 
Marine  and  General  Mutual 
Life  Assnmace  Society 

Notice  is  hereby  given  to  the 
Membra  tbat  die  147*  Animal 
<3enenl  Meedng  of  (be  Society 
w3I  bebeld  at  MGM  House, 
Heeae  Road,  Wordung,  Wea 
Sussex  BN1 1 2DY  on  Thursday 
3rd  June  1999  at  1230  pm  for 
The  fblkrwing  purpose*: 

1.7b  receive  ttw  Directors’  Report 
and  Financial  Statements  far 
the  year  ended  31  December 
1991 

21b  consider  the  election  of 
(Erectors. 

3.1b  re-anpoinc  KPMG  Audit  Pic 
as  Mflfitexs  of  (be  Society  and 
lo  msborise  tbe  efirectora  to  fix 
theff  nammeratimi. 

4.1b  tomsact  any  odxr  busmesa 

By  Oitkr  of  the  Board 
AJ  Carr,  Secretary 
2*  Man*  1999 

Each  member  may  attend  and 
vote  m person  or  by  proxy  at 
meetings  of  tbe  Society-  A 
proxy  need  not  be  a member  of 
the  Society. 


Landeskreditban  k 
Badetv-Wu  rttemberg 

US$200,000,000 
SufxjnSnated  Honing  rue 
notes  due  2002 
Notice  is  hereby  given  that  the 
notes  wB  bear  Interest  at  SX  per 
annum  front  21  April  1999  too  21 
October  1999.  Interest  payable 

on  21  October  1999  wffl 
amounc  m US$25.42  per 
USSIjOOO  noa  and  US$25AI7 

per  l_E$IQ,000  not»  and 
US$254147  per  US$1  DOjOOO 

note. _____ 

Global  Agency  and  Trust  Sendees. 
Orlhanh.  MA- London 
21  Apr!  1999 

. CmBAMGX 


money.”  he  says. 

With  the  huge  Japanese 
current  account  surplus  con- 


Ctomenon. 

“It  is  bard  to  say  how 
much  of  this  is  voluntary." 


tizming  to  generate  spare  he  adds.  “So  much  index- 
cash,  any  move  in  Japanese  tracking  goes  □□  tbat  when 
investor  sentiment  in  favour  the  market  goes  up,  many 
of  domestic  rather  than  investment  managers  have 
euro-zone  assets  could  have  no  choice  but  to  follow  it" 


profound  consequences  for 
the  currency. 

This  week  the  euro  fell 
towards  its  lowest 
ever  against  the  yen. 
dipping  below  Y125  for  the 


But  one  of  the  remarkable 
aspects  of  this  is  that  under- 
lying reported  sentiment 
among  Asian  investors  has 
been  strongly  in  favour  of 
the  euro,  even  though  it  has 
not  shown  up  in  price 


solvency  of  many  banks 
through  their  equity  hold- 
ings 

But  the  sustained  gains 
around  the  16.500  level  in  the 
Nikkei  since  then  have  led 
to  a rebalancing  of  many 
portfolios,  including  among 
Japanese  investors, 

A Standard  & Poor’s  MMS 
survey  shows  Japanese  insti- 
tutional investors  turning 
relatively  bullish  on  tbe  Nik- 
kei. with  the  average  fore- 
cast for  the  end  of  Septem- 
ber this  year  at  16,780,  and 


FTSE  Enrabtoc  100 

Index 


Japan  intervened  to  weaken 
less  positive  on  overseas  the  yen  in  January.  Market 


investment. 

“There  has  been  a clear 
shift  in  global  asset  alloca- 
tion over  the  past  couple  of 
months  from  funds  who 


first  time  since  the  Bank  of  action. 

Japan  intervened  to  weaken  “There  is  an  amazing 
the  yen  in  January.  Market  degree  of  desire  in  the  mar- 
analysts  have  confirmed  that  ket  to  be  bullish  on  the 


analysts  have  confirmed  that  ket  to  be  bullish  on  the 
tbe  euro-yen  exchange  rate  euro."  says  Mr  O'Neill.  "Big 


has  seen  heavy  action  in 
recent  weeks,  with  large 
institutional  purchases  driv- 


fund  managers  In  Asia  want 
to  take  unhedged  positions 
in  euro  assets.  But  the  Koso- 
van war  has  caused  them  to 
hold  back.” 

If  the  stock  market  recov- 


wene  massively  underweight  in g tbe  Japanese  currency  van  war  has  caused  them  to 
in  Japanese  equities,”  , says  higher.  hold  back.” 

Robert  Parker,  deputy  chair-  Mr  O’Neill  says  the  main  If  the  stock  market  recov- 
man  of  Credit  Suisse  Asset  determinant  of  the  euro's  ery  in  Japan  presages  a 
Management  in  London.  weakness  has  been  the  return  of  domestic  consumer 
"Most  of  this  has  been  a change  in  relative  interest  confidence,  it  could  be  the 


Management  in  London.  weakness  has  been  the  return  of  domestic  consumer 

"Most  of  this  has  been  a change  in  relative  interest  confidence,  it  could  be  the 

shift  of  foreign  capital  into  rates  between  the  US  and  euro-zone  economy  which 

Japan  at  the  expense  of  the  eurozone.  But  he  also  looks  like  the  sick  man  of 

European  equities,  but  there  says  tbe  recent  decline  in  the  G7  - and  the  currency 
has  also  been  a dear  decline  Japanese  investor  sentiment  could  continue  to  suffer. 
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Financial  Times  Surveys 


HRS 


Residential 
Property  Securities 
NoAPLC 

£180,000,000 

Class  A2  Notes 
Mortgage  Backed 
Floating  Bate  Notes 
due  2023 

Notice  is  hereby  gwer  that 
there  will  be  a principal 
repayment  of  £36.00  per 
£100,000  Note  pursuant  to 
Clause!  {5b}  al  the  Noias 
on  the  interest  payment 
date  30th  April  1999.  The 
principal  amount  outstand- 
ing on  1st  May  1999  win 
therefore  be  £99,964.00 
per  Note. 


CMENWICH  NATWEST 


HRS 


Residential 
Property  Securities 
Na.4PLC 

£290,000,000 

Class  Al  Notes 
Mortgage  Backed 
Floating  Rate  Notes 
due  2023 

Notice  is  hereby  given  that 
there  will  be  a principal 
repayment  of  £3£39  JO  per 
£104000  Note  pursuant  to 
Clauses  (5h)  of  the  Notes 
on  the  interest  payment 
date  30th  April  1999.  The 
principal  amount  outstand- 
ing on  1st  May  1999  *31 
therefore  be  £0  JXI  per  Note. 


Greenwich  naiwest 


GT  INVESTMENT  FUND 
Sod£t£  tflovesUascsneat  A Capital  Wriable 
69,  roote  d*Eacfe,  Launriioarg 
R.C  Loxestaboare  B 7443 

DIVIDEND  ANNOVNCEMBSrr 

SbutoKifaias  bk  intormed  rim  GT  INVESTMENT HJND  will  psy  » iatemn 
SvUkBdaf  US©  06 1 perAstaeand  USD  OABSpoC  stare  00  April  22,  IDWto 
rq^acred  danAoldosiM  iBoordonMandi  31. 1995. 

Shares  me  traded  K-dhridand  as  from  April  1. 1999. 

The  dividend  is  payable  w hokkn  orbeorcr  sborcs  »pnw  preseDOiian  of  coupon 
IT  lilotbefoOovriogpeyaigipnjiS' 

BrtddtomB.  Mazier  scd.  Seta  Co  KCiA 
GraSe  GaOtnuraae  18 
60311  Fradefus 
Gammy 

Raiffceai  ZeenlbanL  OuemskJi  AG 
An  Sad^pait? 

1030 Vienna 
■Alton 

Baaqae  haenatkxulc  3 Laumboarg 
W.RwjL-d'EH* 

1470  Lmcntmnji 

Tbe  Bcani  of  DbecKxv 


World 

Steel 

Industry 

Thursday  May  13 


For  further  information, 
please  contact: 

Catherine  Markey  in  Edinburgh 
Tel:  t44  131  220  1199 
Fax:  +44  131  220  157S 
Email:  Catherine. markey©FT. com 

or  Haj  Haffejee  in  London 
Tel:  +44  171  873  4281 
Fax:  +44  1 71  873  4862 
Email:  haj.haffejee@FT.com 


FINANCIAL  TIMES 

No  FT,  no  comment. 


Notice  to  Bondholders 


Legal  & General  Group  Pic 

(the ‘Company*) 

£120,000,000 

6%%  Convertible  Subordinated  Bonds  due  2008 

(the  “Bends') 

NOTICE  IS  HEREBY  GIVEN  to  the  holders  of  the  Bonds  that,  as  b 
result  ed  the  re-organisation  of  the  Company's  Share  Capital,  tf* 
Conversion  Pries  at  me  Bonds  has.  pursuant  to  me  provisions  of 
Ctausa  9(BXi)  of  0to  Trust  Dead  dated  Aprt  a,  1993.  as  supptamentad 
on  April  18. 1996.  conetnutJng  the  Bonds,  been  adfutosd  from  223p  to 
S5p  per  share,  Krift  eflect  from  II  pjyu  on  April  23,1999. 

TRUSTEE 

The  Law  Debenture  Trust  Corporation  pXc. 

PliriQU  House 

95  Gresham  Street 
London  EC2V7LY 

Hie  Chaae  Manhattan  Bank 
for  ml  on  behalf  of 
Legal  & General  Group  Pie 

April  21,1899 
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INTERNATIONAL  CAPITAL  MARKETS 


CFTC  facing  Rally  extended  as  share  prices  fall 


pressure  over 
rule  change 


By  MMd  Taft  h Washington 

Pressure  mounted  yesterday 
on  the  Commodity  Futures 
Trading  Commission,  the  US 
futures  industry  regulator, 
to  allow  US  customers  direct 
access  to  electronic  trading 
systems  run  by  non-l’S 
derivatives  exchanges,  at 
least  on  an  interim  basis. 

The  regulator  has  been 
mulling  rules  that  would 
allow  foreign  electronic 
exchanges  into  the  US,  with- 
out requiring  them  to  go 
through  the  cumbersome 
process  erf  registering  at  a 
US  “contract  market". 

But  draft  proposals, 
released  by  the  CFTC  in 
March,  were  immediately 
criticised  as  too  complex. 
Exchanges  such  as  the  Lon- 
don International  Financial 
Futures  and  Options 
Exchange,  which  had  hoped 
to  make  its  new  electronic 
LifTe  Connect  trading  system 
available  in  the  US  this  year, 
were  furious,  warning  that  it 
would  be  well  into  2000 
before  issues  wen*  resolved 
and  it  could  go  ahead. 

The  situation  is  further 
complicated  because  Eurex. 
the  largest  European 
exchange,  was  allowed  to 
put  some  trading  terminals 
in  the  US  a few  years  ago, 
before  a CFTC  “freeze"  was 
imposed.  France’s  Matif  also 
has  access  through  an  elec- 
tronic link  with  the  Chicago 
Mercantile  Exchange.  Liffe 
claims  this  gives  the  two 
European  exchanges  an 
unfair  advantage. 

At  a meeting  in  Washing- 
ton DC  yesterday,  organised 
by  the  regulators  to  air 
Industry  views  on  the  sub- 
ject. lawyers  for  Liffe 
claimed  it  was  Incumbent  on 
the  CFTC  to  take  action 


WORLD  BONO  PRICES 


soon,  having  created  the 
imhalance  In  the  first  place. 

One  temporary  solution 
already  mooted  would  be  for 
the  commission  to  send  "no 
action”  letters  to  exchanges 
such  as  Liffe,  as  it  did  previ- 
ously with  Eurex,  pending 
the  development  and  release 
of  Anal  rules. 

Meanwhile,  big  trading 
firms  also  have  misgivings 
about  the  proposed  rules, 
claiming  foreign  markets 
already  accessed  by  in-house 
electronic  routing  systems 
would  fall  foul  of  the  CFTC. 

Earlier  this  week,  the 
Futures  Industry  Associa- 
tion. representing  the  large 
brokerage  companies, 
suggested  an  alternative 
solution.  It  adroeated  an 
“Interim  order”  from  the 
CFTC.  which  would  provide 
guidelines  for  foreign 
exchanges;  set  out  reporting 
requirements;  but  spell  out  , 
regulatory  objectives  rather 
than  prescriptive  rules. 

In  contrast  to  the  CFTC 
stance,  several  commission- 
ers have  Indicated  that  they 
view  the  situation  as  unde- 
sirable. Commissioner  Bar- 
bara Holum  has  called  for  an 
immediate  end  to  the  mora- 
torium on  the  placement  of 
foreign  terminals  in  the  US. 

• David  Sn*nnan1  rfmimwn 

of  the  Chicago  Board  of 
Trade,  was  due  to  speak  just 
24  hours  after  surviving  a 
tough  hoard  meeting  that 
ended  with  pledges  of  sup- 
port for  Tom  Donovan,  the 
CBOT  president  and  most 
senior  staff  member.  The 
two  clashed  last  week,  and 
Mr  Brennan  is  believed  to 
have  asked  for  Mr  Donovan’s 
resignation.  In  a statement. 
Mr  Brennan  said  be  regret- 
ted and  accepted  responsibil- 
ity for  last  week's  events. 


BOffiHMAfiKBWiK 

By  Rorfen  SmM  iff  London 
and  John  Labats  in  Haw  York 

Government  bonds  extended 
their  rally,  begun  late  on 
Monday,  largely  in  response 
to  a sharp  sell-off  In  Euro- 
pean and  US  equity  markets. 

Euro-zone  debt  markets 
took  their  cue  from  US  Trea- 
suries, which  opened  stron- 
ger on  the  back  of  a Ming 
Dow  and  disappointing  US 
trade  figures. 

“The  weakness  in  equity 
markets  highlights  the  safe 
; haven  status  of  bonds."  said 
i Jeremy  Stretch  at  Bank  of 
America. 

The  10-year  German  bund 
future  was  up  0.06  to  115.61 
after  having  retreated  from 
earlier  highs. 

European  bonds  also  bene- 
fited from  the  latest  Ifo  sur- 
vey on  German  business  sen- 


timent. The  March  index 
came  out  below  expecta- 
tions. highlighting  the  con- 
tinuing sluggishness  of  the 
core  European  economies. 
The  Bo  index  rose  to  90.2, 
from  89.7  in  February,  but 
fell  short  of  economists’ 
average  expectations  of  90,7. 

Recent  comments  by  Whn 
Duisenbers.  president  of  the 
European  central  bank, 
added  to  the  positive  under- 
tone in  Europe. 

The  prospect  of  another 
euro-zone  interest  rate  cut  as 
early  as  September  bodes 
well  for  bonds,  but  left  the 
forex  market  unimpressed. 
The  euro  thus  remained 
remarkably  stable  yesterday. 

In  the  US,  the  trade  deficit 
widened  to  a record  tl9.4bn 
in  February  from  a Sl&Slbn 
gap  the  prior  month. 

"The  series  itself  is  not  a 
market-mover,”  said  Claude 
Persico.  economist  at  Dresd- 


Eurohypo  in 
global  issue 


NEW  ISSUES 
By  Vincent  Boland 


Borrowers  were  out  in  force 
yesterday,  dominated  by  a 
€2bn  pfandbrief  issue  from 
Eurohypo,  the  mortgage 
hank  controlled  by  Deutsche 
Bank.  It  was  the  first  global 
pfandbrief  issue  from  a 
savings  bank  borrower  and 
met  strong  demand  from 
European  investors  search- 
ing for  yield,  including  a big 
block  outside  Germany. 

The  issue  is  to  be  priced 
today  to  yield  36-37  basis 
points  over  the  10-year  Ger- 
man bund.  This  level  is  1-2 
basis  points  above  the  price 
at  which  DePfa.  the  biggest 
issuer  of  pfandbriefe,  would 
be  able  to  tap  the  market. 

Eurohypo  brought  a €500m 
floating-rate  issue  to  the 


market  last  week  and  is  one 
of  the  top  four  issuers  of 
pfandbriefe.  Bankers  at  Mor- 
gan Stanley  Dean  Witter, 
joint  lead  managers  with 
Deutsche  Bank  and  Dresdner 
Bank,  described  the  latest 
Issue  as  “an  investor-driven 
transaction"  capitalising  an 
growing  international 
demand  for  pfandbriefe. 

Tokyo  Electric  Power 
returned  to  the  market  with 
a €2  bn  issue,  its  second  Mg 
euro  bond  since  the  begin- 
ning of  March. 

Bankers  said  the  appear- 
ance of  several  Japanese  bor- 
rowers In  recent  weeks  - 
Toyota  Motor  Credit  Corpo- 
ration tapped  the  US  dollar 
market  yesterday  - high- 
lighted the  rawiHimtng  reha- 
bilitation of  Japanese  issuers 
and  growing  Investor  will- 
ingness to  buy  the  paper. 


ner,  Klein  wort  Benson.  “The 
focus  today  Is  on  equity 
prices.  But  It’s  further  evi- 
dence that  the  effects  of  the 
global  crisis  ere  not  over.” 

Mr  Persico  said  a strung 
dollar  and  continued  high 
levels  of  (JS  consumer  spend- 
ing could  drive  the  trade  def- 
icit to  further  record  levels 
In  the  months  to  cook. 

At  the  same  time,  analysts 
are  expecting,  the  widening 
deficit  to  drive  down  esti- 
mates of  robust  US  gross 
domestic  product,  a bullish 
sign  for  bends. 

But  others  are  less  opti- 
mistic. “The  * abrupt 
about-turn  in  the  US  equity 
market  overnight  rescued 
bonds,  but  there  is  an  ongo- 
ing dynamic  that  should 
worry  fixed-income  inves- 
tors,” said  Ian  Douglas  at 
Warburg  DiDcm  Bead. 

By  early  afternoon  the 
Treasury  benchmark  30-year 


bond  was  down  ft  at  96. 
yielding  5.52$  per  cent. 

Among  shorter  term  issues 
the  10-year  note  was  down  to 
96ft,  sodding  5.1®  per  cent 
and  tbe  two-year  note  was 
unchanged  at  99.  yielding 
4MB  per  cot 

UK  gilt  prices  were  higher, 
with  the  10-year  future  dos- 
ing 034  up  at  U7J3B.  “Tbe 
rise  in  UK  retail  prices  [from 
2.4  to  2.7  per  cent]  was  not 
high  enough  to  rule  out 
another  interest  rate  cut,” 
said  Joanne  Collins  at  Daiwa 
Europe. 

But  analysts  warned  that 
the  minutes  of  the  latest 
Monetary  Policy  Committee 
meeting,  released  today, 
could  contain  unpleasant 
surprises. 

“If  there  is  evidence  of  dis- 
agreement nTT|nng  the  MCP 
members,  the  short  end  of 
the  [UK]  yield  curve  would 
be  vulnerable  to  a sell-off." 


said  Andrew  Roberts  at  Mej^ 
rill  Lynch- 

He  pointed  out  that  the 
short  end  was  currently  dis- 
counting “another  one  and  a 
half  rate  cuts”,  leaving 
ample  room  for  disappoint- 
ment 

Japanese  government 
hoods  continued  to  outper- 
form all  other  markets  as 
the  outlook  brightened  for 
today’s  10-year  JGB  auction. 

-Normally,  the  market 
would  tirade  cautiously 
ahead  erf  an  auction.  But  this 
time  the  market  seems  confi- 
dent that  there  win  be  suffi- 
cient demand.”  said  Ms  Col- 
lins. 

She  added  that  investors 
were  driven  up  tbe  curve  in 
search  for  higher  yields, 
thus  rendering  the  10-year  i 
segment  the  most  active.  ! 

June  futures  ended  0.47 
higher  at  134,66,  after  rising 
as  high  as  13&81. 


New  international  bond  issues 
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“Demand  for  Japanese 
credit  is  coming  back  - 
that’s  a good  trend  in  the 
market,”  said  a banker  at 
Industrial  Bank  of  Japan, 
joint  lead  with  Paribas  and 
WestLB.  adding  that  Tepco’s 


€750m  five-year  issue  In 
early  March  had  given  the 
latest  deal  some  momentum . 

Tepco.  the  world's  largest 
privately-owned  electricity 
company,  priced  its  €lbn 
issue  at  59  basis  points  over' 


the  euro-denominated  gov- 
ernment benchmark.  The 
spread  tightened  by  half  a 
basis  point  In  late  trading, 
tbe  banker  said.  The  March 
issue  was  priced  at  56  basis 
points  over  the  benchmark. 


raise  $lbn 
in  loan 
market 

By  Vincent  Botand  

OTE,  the  Greek 
telecommunications  opera- 
tor. is  to  raise  J3bn  in  the 

syndicated  loan  market  in 
tbe  next  few  weeks  partly  to 
refinance  tbe  short-term  bor- 
rowings it  incurred  in  its 
$87Sm  acquisition  of  a 35  per 
cent  stake  in  Rom  Telecom 
of  Romania  late  last  year. 

OTE  is  the  latest  European 
telecoms  group  to  tap  the 
syndicated  loan  market.  It 
follows  Olivetti,  Mamies- 
ir^rm  and  Vodafone,  all  of 
which  have  sought  merger 
and  acquisition  financing  in 
recent  weeks,  in  what  is 
proving  to  be  a lucrative 
spell  for  lending  banks 
despite  concerns  about  tbe 
extent  of  their  exposure  to 
the  telecoms  sector. 

Citibank  and  National 
Bank  of  Greece  are  leading 
tbe  i ending  syndicate  for  the 
five-year  OTE  loan,  a revolv- 
ing credit  facility  expected  to 
be  priced  at  30  basis  points 
over  Ubor  with  a commit- 
ment fee  of  15  basis  points. 

Bankers  said  the  terms 
looked  favourable  for  OTE, 
which  is  controlled  by  the 
Hellenic  Republic.  The  com- 
pany has  tbe  same  rating  - 
BBB  from  Standard  & Poor’s 
and  Baal  from  Moody's  - as 
the  state  but  is  paying  a 
slightly  higher  margin. 

The  Greek  government  is 
planning  to  cut  its  stake  in 
OTE  further  this  year  but  is 
expected  to  retain  a stake  of 
51  per  cent.  Tbe  loan  is 
expected  to  have  a “no 
change  of  control”  clause 
and  is  expected  to  be 
launched  within  the  next 
two  weeks  and  completed  by 
the  end  of  May  or  early 
June. 

OTE  said  last  month  it 
planned  to  invest  $2.7bn  in 
Rom  Telecom  over  the  next 
five  years. 
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CURRENCIES  & MONEY 

* Bloated  US  deficit  fails  to  revive  euro 
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mw^rhport 

By  Christopher  Swam 
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After  hitting  a lifetime  low 
rarher  this  week,  trading  in 
the  euf°  against  the  dollar 
was  relatively  subdued  yes- 
terday despite  news  of  a 
record  US  trade  deficit. 

. The  release  of  data  show. 
“s  *he  us  trade  deficit 
swelling  to  a record  $is.4bn 
in  February,  together  with 
the  German  Ifo  survey  regis- 
tering  a modest  rise  in  confi- 
dence. failed  to  breathe  life 
in  the  euro. 

The  European  currency 
traded  sideways,  closing  at 
SI -066  at  the  end  of  the  Lon- 
don session.  It  also  finished 
the  day  little  changed 
against  sterling  and  the  yen. 

■ Rumours  have  circulated 
in  the  markets  that  Wlm 
Duisenberg,  European  Cen- 
tral Bank  president,  has 
been  preparing  a bear  trap. 
His  nonchalance  over  tbe 


level  of  the  euro  have  added 
to  the  currency’s  woes  in 
recent  days,  but  some  have 

wondered  whether  he  could 
he  preparing  to  sting  the 
markets  with  a surprise 
intervention. 

However,  fully  paid-up 
conspiracy  theorists 
remained  in  a minority. 

"Any  move  to  punish  the 
market  in  this  way  would 
seriously  undermine  ECB 
credibility  and  diming  the 
effectiveness  of  its  verbal 
interventions.'’  said  Stewart 
Newnham,  currency  strate- 
gist at  Commerzbank  in  Lon- 
don. “Rumours  of  this  kind 
are  born  of  the  lack  of  trans- 
parency in  ECB  decision 
making.”  Analysts  at  tire 
economic  consultancy  4 Cast 
said  thoughts  of  intervention 
would  grow  if  the  euro  drew 
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closer  to  $1.05  against  the 
dollar.  But  they  thought  the 
ECB  would  remain,  on  the 
sidelines  all  the  way  down  to 
parity. 

■ The  Australian  dollar 
paused  for  breath  yesterday 
alter  approaching  February's 
nine  month  peak  of  $0.6545. 

A dip  in  commodity  prices 
yesterday  knocked  some  of 
the  exuberance  out  of  the 
bulls,  with  aluminium  and 
zinc  prices  edging  lower. 

But  some  analysts  argued 
that  the  upswing  was  far 
from  exhausted.  A fad  for 
commodity  currencies,  grow- 
ing signs  of  a rebound  in 
Asia  and  tbe  weakness  of 
the  euro,  they  said,  would 
continue  to  underpin  an 
upward  trend. 

David  Bloom,  currency 
strategist  at  HSBC  in  Lon- 
don, said  that  the  currency 
would  also  benefit  from  Aus- 
tralia's wealth  of  cyclical 
shares.  “The  return  to  vogue 
of  these  stocks  has  helped 
push  the  Australian  all 
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share  index  towards  record 
highs,  providing  portfolio 
inflows  supporting  the  cur- 
rency,*’ he  said. 

HSBC  is  forecasting  a level 
of  $0.67  cents  by  the  end  of 
the  year  and  $0.70  by  the 
middle  of  2000. 

■ Sterling  gained  ground 
against  the  dollar  yesterday, 
lifted  fay  news  of  the  record 
US  trade  deficit. 


Against  the  dollar  sterling 
crept  up  from  $L8U  in  early 
London  trading  to  close  at 
$1,616.  It  was  unchanged 
against  the  euro. 

Markets  shrugged  off  a 
rise  in  RFJX  inflation,  which 
spiked  up  to  2.7  per  cent  in 
March  bum  2.4  pear  cent  in 
February  because  of  budget 
tax  increases. 

David  Bloom  said  the 
strength  of  sterling  Indicated 
confidence  in  Britain’s  eco- 
nomic performance.  “In  old 
money  terms  sterling  is 
heading  back  to  the  DM&0 
level,"  he  said. 

“This  reflects  the  prospect 
of  a perfect  landing  followed 
fay  credible,  non-inflatianary 
growth  and  is  a sign  that 
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interest  rate  cuts  cant  keep 
a good  currency  down,”  Mr 
Bloom  added. 

■ A member  of  the  Swiss 
National  Bank’s  hoard  said 
yesterday  that  stories  about 
carry  trades  affecting  the 
currency  were  exaggerated. 

The  Swiss  franc  has 
gained  market  attention 
recently  as  an  ideal  funding 
vehicle  for  the  infamous 
carry,  less  volatile  than  the 
yen  but  with  interest  rates 
close  to  zero  and  a central 
bank  continuing  to  pump 
liquidity  into  the  economy. 

But  yesterday  Bruno  Geh- 
rig. a member  of  the  SNB’s 
board,  denied  that  there  was 
a large  volume  of  outstand- 
ing Swiss  franc  cany  trades 
and  that  they  had  the  poten- 
tial to  disrupt  the  currency. 
He  reiterated  the  familiar 
view  that  tbe  cun-ency  was 
at  an  appropriate  level  for 
the  Swiss  economy. 

Tbe  Swissie  was  little 
changed  against  its  main 
currency  partners  yesterday. 
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Nico  Colchester  journalism  fellowship 

Applications  are  invited  from  young  European  journalists  and  would-be  journalists  for  the  1999 
Nico  Colchester  fellowship.  This  consists  of  a three-month  internship  at  the  Economist  in  the 
autumn  of  this  year,  a bursary  of  £4,0 00  to  cover  travel  and  accommodation,  and  a small  weekly 
stipend  from  Tbe  Economist 

The  fellowship  is  established  in  memory  of  Nico  Colchester,  who  died  in  1996  at  the  age  of  49, 
after  an  outstanding  career  at  the  Financial  Times,  Tbe  Economist  and  the  Economist  Intelligence 
Unit  Nico  was  one  of  Britain’s  finest  writers  on  foreign,  especially  European,  affairs  as  well  as 
technology  and  business. 

The  trustees  of  the  Nico  Colchester  foundation  will  award  the  fellowship  to  the  applicant  from  tbe 
European  Union  country  other  than  Britain,  who  submits  the  best,  specially-written  1,000- word 
article,  in  English,  on  a topic  relevant  to  political,  economic,  technological  or  business  issues  in 
Europe.  As  Nico’s  work  was  characterised  by  its  originality  and  humour,  preference  will  be  given  to 
applicants  who  reflect  those  traits. 

Entries,  by  the  closing  date  of  May  3 1st  1999,  should  be  sent  with  a CV  and  covering  letter,  to:  The 
Editor  (Nico  Colchester  prize).  The  Economist,  25  St.  James’s  Street,  London  SW1 A 1HG.  E-mail: 
be@economist.com 

This  prize  is  supported  by  Halifax  pic,  the  Financial  Times,  The  Economist,  B.A.T.  pic  and  3L  The 
2000  fellowship  will  consist  of  an  internship  at  the  Financial  Times 


Financial  Times  Surveys 

Spain 

Thursday  May  20 

For  furiher  information  please  contact: 

Lindsay  Sheppard  in  London 
Tel;  .44  171  S73  3225  Fax:  -44  171  873  3204 
Email:  lindsay.v.heppard - FT.com 

or  Maria  Gonzalez  in  Madrid 
Tel:  T 34  91  337  0061  Fax;  - 34  91  337  0062 
Email:  marin.”onzaies '-FT.com 
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AKZO  NOBEL 


The  Board  of  Management  of  Akzo  Nobel  N.V.  announces 
that  on  April  21, 1999,  the  results  for  the  first  quarter  of 
] 999  were  pubBstied.  Copies  of  this  report  may  be  obtained 
at  the  office  of  Akzo  Nobel  UK  Holdings  Pic, 

1 6.  Connaught  Ptace,  London  W2  2ZB,  or  at  Akzo  Nobel  N.V. 
{Also  available  on  website  hflp-j/www. akzonobd.com). 

Arnhem,  April  21 . 1 999 

Akzo  Nobel  N.V. 

Ve)perweg76, 6824  BM  Arnhem,  the  Netherlands 
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OECD  cuts  agricultural  forecasts 


By  Rfidnel  Smith  in  Brussels 

The  Organisation  for 
Economic  Cooperation  and 
Development  yesterday  low- 
ered its  forecast  for  agricul- 
tural prices  and  trade  to  2004 
and  warned  governments 
against  intervening  to  com- 
pensate farmers  for 
depressed  markets. 

In  its  annual  agricultural 
outlook,  the  OECD 
suggested  many  agricultural 
markets  would  remain 
depressed  for  the  next  two 
years,  and  a recovery  before 
2004  would  fail  to  lift  prices 
in  sectors  including  maize 
and  wheat  to  the  levels  expe- 
rienced from  1993  to  1997. 


The  report  was  completed 
before  the  European  Union 
fjpaliiyri  its  farm  aid  reform 
last  month  but  it  will 
strengthen  the  belief  among 
fimnnrnibts  that  the  J5U  will 

fail  in  its  aim  to  reduce 
cereal  prices  to  world  levels 
in  the  next  few  years. 

Matching  cereal  prices  is 
Important  to  the  EU  because 
it  would  enable  it  to  export 
without  constraint  from  the 
World  Trade  Organisation. 

The  OECD  said  low  farm 
prices  would  continue  in 
many  sectors  for  a couple  of 
years,  and  in  some  cases 
beyond,  but  would  then  ease 
as  supply  adjustments 
kicked  in. 


However,  It  said  demand 
for  products,  and  therefore 
prices,  was  unlikely  to  reach 
levels  projected  last  year. 

It  warned  that  increased 
support  to  help  farmers' 
weather-related  difficulties 
may  slow  market  recovery. 

Despite  disciplines  intro- 
duced by  world  trade  negoti- 
ations earlier  this  decade, 
“there  is  a danger  of 
increased  use  of  export  assis- 
tance programmes  by  the 
main  exporting  countries, 
and  this  can  further  depress 
world  prices  and  distort 
trade.  A return  to  better 
global  market  prospects  can 
best  be  assured  through 
well-functioning  markets. 


"The  temptation  to  inter- 
fere with  markets  or  retreat 
behind  trade  barriers  in 
response  to  current  difficul- 
ties should  be  resisted.” 

The  report  precedes  talks 
this  year  under  the  World 
Trade  Organisation  aimed  at 
liberalising  world  trade  in 
services  and  farm  products. 

There  are  fears  that  the 
farming  depression,  which 
has  hit  sectors  including 
cereals  and  meat,  will 
weaken  government  resolve 
for  reform  and  prompt  some 
countries  to  rein  back  on 
commitments  already  made 
to  open  up  trade. 

The  US  last  year  provided 
a one-off  support  package 


worth  S6bn  to  farmers, 
although  it  insisted  its  aid 
was  within  WTO  rules.  And 
while  the  EU's  farm  reforms 
last  month  will  lead  to  btg 
cuts  in  Internal  prices  of 
beef,  cereals  and  milk,  the 
changes  were  less  radical 
than  the  European  Commis- 
sion had  wanted,  particu- 
larly on  cereals. 

The  OECD  report  pre- 
dicted increases  in  farm 
trade  by  organisation  mem- 
bers in  spite  of  the  less  buoy- 
ant outlook.  Net  exports  in 
poultry  are  forecast  to  grow 
63  per  cent  by  2004,  com- 
pared with  the  average  of 
1993-97.  cereals  17  per  cent 
and  cheese  28  per  cent 


Crude  o0 
steady 
ahead  of 
US  data 


marketsr^ort 

By  Robert  Cotzine, 
GftHan  O'Connor 
and  Paid  Sol  man 


Rubber  trade  organisation 
meets  in  search  for  a future 

Industry  insiders  say  there  is  little  hope  that  Inro  can  survive  the 
withdrawal  of  two  of  its  leading  members,  writes  Paul  Solman 
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Rubber  producers  are 
meeting  in  Kuala  Lum- 
pur this  week  in  the  lat- 
est attempt  to  thrash  out  a 
future  for  the  International 
Natural  Rubber  Organisa- 
tion (Inro). 

The  organisation,  which 
includes  the  world's  leading 
producers  and  consumers,  is 
the  last  surviving  global 
commodity  agreement  out- 
side the  oil  Industry,  but  it  is 
on  the  verge  of  coQapse. 

Thailand  and  Malaysia, 
the  biggest  and  third  biggest 
producers,  have  announced 
their  intention  to  withdraw 
from  Inro,  criticising  it  for 
failing  to  support  the  rubber 
market  effectively. 

Along  with  most  other 
commodities,  natural  rubber 
prices  have  tumbled  in  the 
past  two  years,  amid  boom- 
ing production  and  the 
downturn  in  Asia. 

Growth  in  consumption 
slowed  to  2 per  cent  last  year 
from  6 per  cent  in  1997, 
according  to  the  Interna- 
tional Rubber  Study  Group. 
Competition  from  synthetic 
rubber  has  also  hit  prices. 


COMMODITIES  PRICES 
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Inro’s  daily  market  indica- 
tor, a composite  of  the  spot 
prices  in  the  main  markets, 
was  153  Malaysian  cents  a 
kilogram  yesterday.  At  the 
beginning  of  last  year  it  was 
more  than  230  cents. 

Inro  was  set  up  in  1980  for 
the  benefit  of  producers  and 
consumers.  Producing  mem- 
bers - Thailand,  Indonesia, 
Malaysia.  Ivory  Coast, 
Nigeria  and  Sri  Lanka  - 
were  looking  for  higher 
prices.  Consumers  such  as 
the  US,  Japan.  China,  and 
European  countries  were 
looking  for  market  stability. 

Contributions  from  mem- 
bers gave  Inro  the  fluids  to 
intervene  in  the  market, 
buying  rubber  when  prices 
were  low,  selling  when 
moved  higher. 

However,  as  prices  fell. 
Malaysia  and  Thailand 
became  disenchanted,  sug- 
gesting Inro's  price  support 
mechanism  was  failing 

Last  October.  Malaysia 
gave  the  required  one  year's 
notice  that  it  would  quit 
Inro,  with  Thailand  follow- 
ing suit  in  February. 


This  week’s  meeting  in 
Kuala  Lumpur  will  discuss 
whether  Inro  can  continue 
without  Malaysia  and  Thai- 
land. Industry  insiders  thinfc 
not,  as  the  two  countries 
together  account  for  about 
half  the  world’s  natural  rub- 
ber production. 

“Without  the  financial 
contributions  from  Malaysia 
and  Thailand,  Inro  simply 
can’t  afford  to  intervene  in 
the  market,  so  there  is  no 
reason  for  it  to  exist,”  an 
analyst  said  yesterday. 

Traders  say  prices  have 
drifted  in  recent  months  as 
Inro  has  been  unable  to 
afford  to  enter  the  market 
because  of  lack  of  funds. 

Yesterday's  price  of  152 
Malaysian  cents  was 
well  below  the  172  cents 
at  which  Inro  normally 
intervened  to  buy  rubber. 

Meanwhile,  Malaysia  plans 
to  withhold  rubber  from  the 
export  market  and  limit 
imports  in  an  effort  to  prop 
up  prices  received  by  its 
producers,  most  of  which  are 
smallholders. 


Thailand  also  plans 
controls  an  its  domestic 
market,  though  traders  are 
sceptical  that  such  proposals 
will  help. 

Indonesia,  the  second 
largest  natural  rubber 
producer,  remains 
committed  to  Inro  but  Us 
contributions  to  the 
organisation's  funds  would 
be  a heavy  financial  burden 
without  help  from  Malaysia 
and  Thailand. 

“Many  consumers,  such  as 
the  US  and  Japan,  are  still 
behind  Inro  because  it  helps 
provide  stability  in  the 
rubber  market  and  enables 
them  to  plan  their 
consumption,"  a trader  said. 

If  Inro  is  coming  to  an  end. 
the  next  question  is  what 
will  happen  to  the  market 
without  it.  Analysts  are 
warning  that  releasing  Inro's 


rubber  stocks  will  further 
erode  prices.  “Prices  seem  to 
have  bottomed  at  the 
moment,  and  news  that  Inro 
is  to  be  wound  up  is  unlikely 
to  have  a dramatic  effect  on 
prices  in  the  short  term,”  an 
industry  insider  said 
yesterday. 

However,  the  longer  term 
is  likely  to  see 
increasing  volatility, 
with  prices  falling  further, 
traders  said. 

“It’s  likely  that  Inro  will 
attempt  to  delay  its  decision 
until  its  next  meeting  in 
July,  in  an  effort  to  try  to 
get  Malaysia  and  Thailand 
back  on  board.  But  their 
continuing  as  members  is  a 
forlorn  hope.”  a trader  said. 

“It's  not  a question  of 
whether  Inro  will  be  wound 
up,  but  how.” 


Crude  oil  prices  were 
generally  steady  yesterday 
as  markets  awaited  the  lat- 
est inventory  figures  from 
the  US. 

The  June  Brent  futures 
contract  was  quoted  at  $1534 
a barrel  in  late  trading  on 
London's  International 
Petroleum  Exchange, 
unchanged  from  Monday's 
close. 

In  earlier  trading  June 
Brent  hit  an  Intra-day  High 
of  $1535  a barrel,  before  set- 
tling ha**Ir 

Activity  on  the  IPE  was 
heavily  influenced  by  pre- 
expiry trading  of  the  front 
month  light  crude  contract 
on  the  New  York  Mercantile 
Exchange, 

Base  metal  prices 
retreated  slightly  on  the 
London  Metal  Rxchangp  yes- 
terday. failing’  to  provide  any 
support  for  the  recent  sharp 
rise  seen  in  mining  share 
prices. 

Copper  bulls  are  stQl  hop- 
ing for  confirmation  of  the 
hoary  rumour  that  BHP  will 
close  some  of  its  US  produc- 
tion. and  is  trying  to  reach  a 
deal  with  local  rivals. 

Rhona  O'Connell  of 
T.  Hoare  & Co  reported  that, 
although  “no  company  is 
prepared  to  comment  [on  the 
rumour  that  BHP  has 
approached  Phelps,  Cyprus 
and  Asarco] . . . the  consen- 
sus ...  is  that-  the  San  Man- 
uel  smelter  is  worth  having 
but  the  mines  are  of  less 
value." 

Cocoa  prices  fell  again  yes- 
terday an  the  London  Inter- 
national Financial  Futures 
and  Options  F.Ttfthangg 

The  most  actively  traded 
May  contract  closed  down 
£10  at  £740  a tonne,  though 
above  the  day’s  low  of  £736. 

May  coffee  was  also 
weaker,  closing  $11  lower  at 
$1,479  a tonne. 
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1044-5 

PnMou6 

10355-65 

10545-60 

HgMow 

1054f1BJB 

AM  OfflcU 

1024-24J 

104445 

Kart)  dose 

1039-9 

Open  tm. 

n/a 

Total  to  tmowr 

23,426 

■ COPPHt,  <pada  A (5  per  mut 

Ctoao 

15163-9S 

154M 

torioua 

15W5-55 

1534-5 

HgMow 

155811530 

AM  OfflcU 

1509-10 

1538-39 

Kerri  dose 

1S33-4 

Open  kit 

ota 

Total  to  banow 

116934 

■ LME  AM  Offictat  as  rata;  15173 

UK  Ctoatag  as  rata:  15136 

SMt 

Dart 

0p« 

Soft 

Oort 

Open 

Salt 

Daft 

to" 

prfec  ebaoga  Hgb 

taw 

VU  tat 

pries 

drangr 

)to 

Low 

VO) 

to 

prlca  tonga 

Ito 

Law  *ol  tat 

to 

284.4 

-OX 

284.8 

2B4X 

115  185 

Mar 

7&S0 

+0.10 

772S 

76.60 

153 

1.621 

to 

740 

-10 

752 

738  2S61  32.684 

to 

MW 

265.1 

-0.4 

47  47 

Jet 

78J» 

+020 

7635 

7700 

128 

i941 

M 

763 

-9 

774 

758  1034  20,753 

Jm 

Jin 

2B5S 

-04 

287J 

285  B 15,558  1264K 

to 

75J30 

♦020 

7500 

75.00 

5 

168 

to 

785 

-7 

792 

782  692  31,202 

tog 

tm 

2875 

-0.4 

288.7 

287.7 

116  10.189 

Hot 

77.10 

+0X0 

77.10 

76.75 

169 

3,156 

Doc 

813 

-7 

820 

810  421  28,851 

Od 

Oct 

289.8 

-OX 

2966 

2669 

43  3511 

Jan 

79J» 

+650 

- 

- 

- 

635 

Mar 

638 

-6 

843 

8S  191  18,174 

Dac 

Ok 

291.7 

-0.4 

29Z.7 

2916 

106  15S41 

Mar 

BOSS 

+665 

- 

- 

- 

724 

to 

861 

-8 

866 

858  717  16,678 

fob 

Total 

16X60197X45 

Total 

455 

M64 

Total 

5X90186,137 

Tata! 

MEAT  AND  LIVESTOCK 

■ UVE  CATTLE  04E  (4OXQ0fes;  cata/tod 


SBO  Day's 
Mbs  dugs  K&t 

GE.400-»0.750  66X50 
63.700+0000  63X25 
62.425 +0.400  62625 
84.825 +0X00  64.700 
66X75  +0.425  66525 
67.850 +0350  67.850 


65.900  3J42 
63450  7.706 
62X75  ISC 
64.125  131 
6&100  402 
57.450  70S 


U 

BJGB 

49,566 

1BJ02 

13505 

5533 

asm 


■ PlATHm  MYMEX  SO  Troyan  Stray  mi 

Apr  363.0  -23  3664)  3664)  6 54 

JU  3644)  -28  3665  3634)  837  9598 

Oct  3653  -26  - - 162  1379 

J«n  3664)  -28  - - 1 140 

Total  944  11,296 

■ PALLADIUM  NYVEX  {100  Troy  ol;  l/fctry  bl) 


■ IHEAT  CUT  (5.000&J  tain;  uuMOi  (UMQ 


■ COCOA  CSCE  (10  tonnes;  Vtomesj 


■ LEAN  HOBS  CM  (40X006$  CBita/bd 


$ne  15145  3 09b  1 5135  6 DSC  15134  9 olal  6T33 


■ WCH  BflADE  CCPPB)  (COAEX) 

Sett  Dart  0pm 

price  change  WgB  Lw  W H 

Apr  6640  -5.40  6*25  6640  706  758 

II eg  6665  -155  7040  6640  15,140  27,478 

Jan  69.15  -135  7010  6690  165  2217 

M 6955  -125  7130  6935  6X45  16*13 

Aug  69X5  -1X0  70X0  69J0  54  1.563 

Sap  7030  -136  7150  70.10  22B  5,553 

Total  anfinnjm 

PRECIOUS  METALS 

■ LMOffl  KLU0H  MARKET 

(Wen  appM  by  HI!  RoftBcMd) ^ 

toWWtt)  S price  »aqriv 

One 

Opentog 

Momtag  Sx 

AAemxm  to 

DqraHgh 

Bay's  Low 

Batons  due  msWKOD 
Loco  Uw  Mbbp  Grid  landtag  Itatao  I 

1 moral  ■ 6 mutts  _ 

2 mortte 12  maths 

3 nwflttto  — ■ — 

StarFk 
Spot 

StaarLanfaB  Rales 

1 north 


pfiroy  g i us  ns  aqut*. 


2 malts 

3 otM, 

GoM  Cotas  Sprtee 

Knearrand  285-299 

tor  Sowdfei  67-71 


6 motto  .. 
12  months 


£ aqd». 


JUB 

3854)5  +3X5  337 JM  38200 

161  2.703 

to 

380X5  +2XS  378X0  378X0 

2 257 

Ok 

373X5  +2X5 

- 

- 126 

Mar 

370X5  +2X5 

— 

- 15 

Total 

161  3,101 

■ savm  cob  pooo  Tnr  or;  CeMw  s] 

to 

514.1  -2J3 

_ 

14  180 

to 

512X  -2X  518X 

510X  23X17  30X26 

JH 

S1SJ0  -2.4  521 J1 

5120 

4.753  27034 

to 

51BX  -2X  S23X 

514.0 

160  0X59 

to 

5112  -23  524 X 

SI  5.0 

708  10X55 

Jen 

517X  -ax 

_ 

16 

Total 

26X32  84JB7 

ENERGY 

M CHVDE  0L  untBt  (1 000  bomb.  Start) 

Latort  Dsrt 

0pm 

price  drangr  Ofi 

Low 

Vat  U 

to 

18JJ8  +1X4  18.17 

17.71  62X09  43X84 

Jm 

17J4  -0X6  17.75 

1740  87X97  168Xk 

Jri 

17X5  -0X8  17X9 

17X9  19.118  60X89 

tog 

17X6  -0.18  17X8 

17.13 

7X17  41274 

to 

17.12  -0X6  17X2 

16X5 

4X60  25,433 

Oct 

16X2  -0X8  18X2 

16.76 

2X13  22.462 

Total 

201,116818X86 

M CHIC  00.  K (SftnrnQ 

to  Oart 

ton 

price  drmgo  Mgb 

Low 

Vol  tat 

to 

15X4  - 15X5 

15X4  22X36  116.1k 

Jta 

1575  -0.17  15.77 

15X0 

4,483  50.847 

Aog 

15X7  -0.18  15X7 

1541 

2274  20.410 

to 

1543  -0.13  1545 

15X0 

1X41  13,419 

Od 

15X5  -0X8  15X5 

1527 

1,151  7X28 

Hot 

15X4  -0.10  15X6 

15.18 

828  5.581 

Total 

o/a  o/a 

■ HEATH  OX  NYMEX  (4JL00D  US  gab;  crtB  gto) 

Lataot  Dart 

tor 

price  change  ugb 

Low 

riot  tat 

to 

43X0  -1.42  4175 

42X0  16X17  34.155 

to 

43X0  +0X0  44.15 

♦340  11X57  31,784 

id 

44X5  +0X3  44X0 

43.90 

3X73  19X64 

Aug 

44.75  +0X3  44X6 

44X0 

ZJJ21  17.TS 

to 

45X0  +0.43  45.75 

4545 

550  10X83 

Oct 

48.15  +043  46X5 

46.10 

89  8X52 

Total 

37^47174X21 

M GAS  0k  PE  (Ware) 

Sad  Dart 

to» 

prica  change  Hgri 

Low 

1M  tat 

to 

131.75  45X0  132X5  130X0 

8X01  38XH 

Jm 

132.75  - 13375  132.00 

3,671  34218 

-tat 

134XS  +OXS  135X0  13400 

1X17  11X69 

tog 

135X0  - 13525  135X0 

181  8X34 

to 

137X5  +OX5  13775  137X0 

188  7X25 

oct 

138.75  - 139X5  138X0 

108  3X62 

Total 

14X60143X65 

N HAIWAL  BAS  R(1JWBBTO  pro  m Basal 

to 

9X30  +0X0  9X40 

9230 

65  2X90 

Jm 

5130 

- 

- 1,740 

Total 

ata  aril 

■ MATUBAL  BAS  NTIEX  (11000  naBm.;  SbittU) 

Latest  Dart 

0pm 

prlca  danga  Hgh 

Low 

vet  tar 

to 

2.145  +0X93  2.189 

2.135  51.008  59,169 

Jm 

2.180+0X11  2X20 

2.170  Z3X81  37X89 

M 

22Q5  +0X02  2X30 

Z1S5 

5X04  22X38 

tog 

2X20  +0X03  2X35 

2X07 

3,15018X02 

2X30  +0X03  2X40 

2XlS 

3.074  20.147 

Oct 

2X50+0X16  2X65 

2X45 

2X28  15X87 

Total 

S5J5EB32BX64 

M rmnangr  bkhm 

NTIEX  (CZXUO  US  gafeu  OUS  gHlsJ 

Lakat  Dtfa 

Opan 

prim  danga  to 

Low 

M tat 

to 

52X5  -0X9  5155 

52X0  14X<7  35.732 

Jon 

53X0  -049  5X80 

52X0 

8X95  23.485 

JU 

5115  -0X9  53X5 

52.75 

2X40  20573 

to 

62X5  -042  S2X5 

5240 

871  6X84 

to 

51.70  -032  51.70 

51.40 

768  6,276 

Oct 

- 

- 

13  2X78 

to 

258X0 

+625  259.75  23225 

4X82  28/77 

to 

1052 

-14 

1060 

1048  4,724 

1X75 

Jdi 

BX75+X.750  58250  55X25  4284 

18X78 

Jd 

2KJM 

+5.75  Z7OS0  26325  18X<0  64JS5 

JU 

1088 

-13 

1100 

1084  5206  30.447 

Jot 

57.450+0X00  57i5Q  56X00  1.177 

7,377 

Sap 

279X0 

+6.75  280X0  276X0 

1X12 

7.140 

to 

1121 

-12 

1133 

1116  1,695  12X17 

to 

57X25  -0.450  58X00  57.150 

834 

7,165 

Dec 

294.75 

+0X0  295.00  289.75 

2X84  17X31 

Dec 

1164 

-12 

1175 

1162  122 

6,755 

Oct 

aXOO+O.475  teXOO  54X00 

387 

7X11 

Mar 

304X0 

+6X0  305.00  301X0 

162 

3,909 

MW 

1207 

-8 

1216 

1202  18 

8X36 

Dac 

55/25+0X00  55/75  54X00 

190 

3X95 

to 

310X0 

+5X0  309.00  308X0 

5 

20 

to 

1232 

-0 

- 

- 25 

3X26 

to 

57.825  +0.325  57X50  57X50 

18 

751 

Total 

26/BS  T22J3C 

Total 

112 W B4fi3B 

Total 

W MAKE  C8T  (5X00  be  nta;  OMSfflBb  tmritt 

■ COCOA  OCCO)  (SOfTs/tamet 

■ row  BODES  OE  HUDOObt;  ccnsrtts) 

liar  2244)0  +350  224.75  22050  16567  77,579 
Jd  22975  +050  23000  22635  22101124.776 
SBp  23635  +3.75  23650  234.00  742  27.793 

Dec  24450  +350  245.00  24135  10550  88517 

Mar  253.75  +635  25435  25050  645  154)68 

Mar  25835  +350  25835  2574)0  36  Ml  8 

Total  51,163  141,796 

■ BAHLET  LITE  (100  tanas;  £ per  tone* 


Apis 

Daly_ 


88694 

■ COWS  UFE  (5  tarns;  Stone) 


tor.  to 

89432 


7525 

- 

- 

- 

97 

73.75 

- - 

— 

— 

45 

75.75 

- 75.75 

75.75 

10 

437 

77.75 

- _ 

- 

— 

20 

79.75 

- 

_ 

_ 

16 

59 

•187 


Total 

M aPTABEAtS  (ZT  (5X0Dte  BSE  aaBffltM  riutteQ 

Htjr  49S5D  - 49650  488X0  11.401  42624 

Jd  504.75  +16.75  5064)0  48750  21,426  564)61 

Aug  507.75  +1050  5094)0  5024)0  206  15362 

Sep  510.00  +9.75  SUM  5054)0  496  6000 

to  519.75  +174)0  5204X5  512.75  2918  39.499 

JH  53025  +1550  53000  527450  44  2450 

Total  36531  169397 

■ SOTAKAW  OtLCST  fiOOPOte:  anta/to) 


to 

1479 

-71 

1484 

1477 

1.652  0X42 

j* 

1479 

-6 

1480 

1477  1X38  22X75 

sap 

1482 

-7 

1502 

1480 

8 OS 

6.717 

Uor 

1505 

-8 

1515 

1500 

93 

2686 

Jwi 

1508 

S 

1517 

1505 

7 

728 

■tr 

1510 

-8 

1520 

1520 

3 

IS 

Total 

4256  98211 

M COOS  V CSCE  (37.5006k  cmtafflU 

to 

100X0 

-2.10  102X0 

99X0  4.780 

6X83 

Jd 

101X5 

-1X0  10150  101.00  7X84  21,940 

to 

10120 

-1X0  10525  10100 

843 

8X48 

Dac 

105X0 

-2X0  107X0  10525 

316 

4.702 

Mar 

10720 

-21 0 109X0  10725 

76 

1,759 

to 

109X0 

-2X5 

- 

- 

BE 

321 

May  54580-0325  55500  53500  14M5  2,708 

Jd  55.450-6475  56450  54500  808  1.963 

Aog  54375-6350  55350  54X50  91  SCO 

Total 


LONDON  TRADED  OPTIONS 

SHu  prlca  S tamar  —Cat*—  — Pon  — 


Total 

■ CWS  (TO  (U5  catoaaaaft 


14582  4*763 


Apr  2B  tor.  to 

Coup,  osoy 866*  95.15 

15  day  average 87.75  8901 


M vffnTE  SUGAD  LffE  SO  tames;  S/tomol 

to 

20X6 

- 

2tL1b 

19.1b 

9X49  28X52 

— 

JU 

2DX7 

+122 

20.45 

19X0  10X06  42.799 

to 

177X 

-1.1 

IKJX 

177.8  986  2SX95 

Aog 

20X3 

+1X1 

20X5 

tallW 

1,174  9X01 

Od 

1792 

-0.7 

1815 

179X  824  11X17 

to 

20X0 

+0X0 

20.72 

20.12 

43  8262 

Dac 

1822 

+03 

1B4X 

181X  108  5X50 

Od 

20.75 

+0X7 

ynm 

2070 

406  6212 

Hw 

190.7 

♦0.1 

1903 

190-1  78  3291 

Dm 

21X0 

+1X5 

21X8 

20X0 

417  23.065 

to 

190.7 

- 

- 

- - 1X62 

Total 

2IXBB  134JB8 

Told 

1X98  48/84 

M SOYABEA*  MEAL  CUT  (100  tOOK  SW 

■ SUGAR  ’ll'  CSCE  (11100QRK  cattto 

to 

134X 

-OX 

1362 

134.0 

5.720  32X77 

to 

5.14 

+0X4 

5.15 

5 0B  9.461  38.772 

Jol 

1362 

-02 

1382 

13SX 

4X89  31267 

Jd 

4.75 

-0X4 

4X3 

4.74  9047  77.702 

to 

1372 

-02 

139X 

1373 

4(7  11X49 

od 

5.15 

-OX9 

528 

5.15  1348  41859 

to 

1392 

-02 

1413 

1392 

259 

1794 

to 

S.79 

-0X5 

Sjg 

177  2X87  23.354 

0d 

T40X 

-OX 

1412 

1402 

466 

5X07 

to 

5X0 

-0X2 

5X8 

5X0  140  3,711 

Dac 

1*33 

-02 

1460 

1413 

1X92  17,172 

Jd 

6X1 

-0X1 

6X9 

5-01  33  2.464 

Tatd 

12X63  112276 

Total 

2I25BWXC 

■ POTATOES  UffE  CO  tnrase  perm® 

M COTTON  KYCE  50X008*;  eentsto 

to 

170X 

_ 

_ 

_ 

_ 

66 

to 

5722 

+O.70 

67/0 

66X0  6X49  14X82 

Jon 

1800 

— 

— 

— 

— 

_ 

Jd 

58.44 

+037 

58X0 

57.7512X51  2SX68 

Bnr 

75X 

— 

mm 

— 

_ 

Od 

58X3 

+0/0 

58.75 

57X5  417  2X63 

HW 

100.0 

- 

_ 

- 

w. 

• 

Dac 

5115 

♦053 

SXO 

56X0  2X33  17X64 

2pr 

124X 

+52 

7211 

120X 

82 

320 

Mar 

6025 

+U52 

E0.4U 

6000  207  0643 

Total 

82 

380 

to 

60X5 

♦020 

6095 

60X5  13  1,384 

■ FR86HT  nwtJi  UFFE  (SIQAndex  pdrifi 

Total 

to 

930 

-10 

930 

930 

15 

1.005 

■ ORANGE  JUKE  NVCEnSXOte  matt* 

to 

940 

-10 

959 

940 

13 

390 

to 

B5BS 

+070 

86X0 

64X0  3242  13X15 

Jm 

680 

-10 

880 

880 

1 

4 

Jd 

65X5 

+1.75 

86X0 

84X0  1559  9,787 

Jd 

SO 

-10 

as 

850 

12 

' 559 

to 

36.60 

♦1X0 

87X0 

65.75  267  3.675 

oct 

960 

m 

« 

m 

456 

to 

87X0 

+130 

- 

- 182  3.128 

Total 

41 

I486 

Jm 

88X0 

+150 

88X0 

88X0  49  1433 

Oom 

Prer 

War 

39  JO 

♦1XD 

- 

- 7 313 

BR 

art 

to 

Total 

5J306  32X93 

PULP  AND  PAPER 

M POLPEt  OWX  (USS;  24  tt  fry  tong 

Salt  Dart  Opao 

pries  stooge  Ugh  Urn  Tot  tat 

Jm  46930  -14X3  4714)0  47140  10  572 
to  4894)0  - - - 11  172 
Total  ID  746 

HOTREB  DATA 

M Artas  AH  Ofsto  br  OS. 


VOLUME  DATA 

Open  Wares  and  Vetoes  data  atom  tor  rartracb 
into  on  C0MEX  msx.  C8T.  NTO.  CME,  CSCE 
am  K Oiate  01  a*  one  day  n arreare.  Vdwne  a 
Open  toferest  Ms  am  far  aB  traded  mortis. 


INDICES 

■ fatten  (Base  1875/31  = 100) 


Tots) 


SJM11594 


Tea  tarn  tin  Tat  Brokers'  Association 
Mombasa  There  was  lair  general  demand 
far  the  smarter  quantity  on  offer.  Brighter 
ana  medium  BPls  were  Irregular  but  eased 
by  up  to  15;  the  faw  nearer  lower  mediums 
were  dearer.  Planer  BPls  also  lost  v toe. 
Brighter  Pf is  were  hawly  discounted  by 
up  to  35  cants  and  sometimes  more,  wtde 
cofaury  met&xno  up  to  20  cats  eastw. 
Brightw  pjuss  tod  we*,  rising  by  up  to 
30  cents  fodowtng  quality-  Medians, 
though  Irregular,  were  generally  firm  to  10 
carts  easier.  Lmttr  mediums  fedista  were 
firm  to  7 cents  below  last  rates  while 
ptatoar  sorts  shed  5-10  seme. 


Apr  20 
13393 


Apr  IB 

13344) 


unitt  ago 

13743 


pango 

16455 


to  is  to  IB  mam  ago 

191.16  18922 

■ GSCI5p0t<BW:  1970=  1001 

Rttioo 

to  IS 

to  18  wentt  qp 

iw*l« 

157.12 

1S.73  146/1 

10788 

UE  WMBW3E  STUBS  (BataM) 

AiueMn 

-1X75  to 

R10G0 

AkmtoUn  dbj 

•Xtt  to 

64300 

Ccwr 

-200  to 

742X30 

load 

+350  « 

103,750 

■dor 

-10?  to 

SIX® 

Zoo 

+4S  to 

31&X25 

Tin 

+73  to 

Baas 

[99.7%)  LME 

Jin  Sep 

Jun  sep 

1250 

71  98 

12  27 

1300  . .. 

39  66 

30  47 

1350 

18  44 

S 73 

■ COPPER 

(Grata  A)  UC 

/n  Sep 

Jwi  Sop 

1450  — — 

91  136 

24  48 

1500 

91  107 

44  66 

ISO 

38  83 

H 91 

■ COHBUffE 

May  JU 

May  Jd 

1*50 

232  31 

1 2 

1500 

242  4 

1 25 

1550  

192  1 

1 71 

M COCOA  LFFE 

May  Jd 

May  Jd 

775  . 

1 29 

36  41 

BOO. 

1 19 

60  56 

BZ5  - 

1 13 

65  75 

■ fflSfTCRUDEPE 

4n  Jd 

An  Jd 

- 

5 

1450  

- 

14 

1500  . . 

* 

26 

LONDON  SPOT  MARKETS 

M CRUDE  OIL  F08  (per  bar® 

♦or- 

Dubai 
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pins  hopes  on 
tobacco 


■ , 


By  Tony  Hawkins  in  Harare 


Both  government  and 
business  are  hoping  Zimbab- 
we's Cue-cured  tobacco  auc- 
tions starting  today  will  help 
stave  off  another  slump  in 
the  Zimbabwe  currency. 

The  outlook  for  the  1999 
sales  is  gloomy,  however, 
due  to  sluggish  global 
demand,  manufacturer  deter- 
mination to  cut  costs  and  a 
smaller  than  normal  crop 
because  of  excessive  rains 
early  in  the  year. 

Tobacco,  the  country’s  top 
export,  accounting  for  20-25 
per  cent  of  total  earnings,  is 
a casualty  of  the  world  eco- 
nomic slowdown  and  anti- 
smoking legislation  and  liti- 
gation. especially  in  the  US. 

The  price  on  the  Harare 
auction  floors  - arguably  the 
world's  most  free  tobacco 
market  - foil  from  almost  $3 
a kilogram  in  1996  to  SL7 
last  year. 

With  consumption  forecast 
to  grow  only  sluggishly,  if  at 
ad.  in  1999  while  output  foils 
some  3 per  cent  prices  are 
expected  to  remain  close  to 
last  year’s  levels, 

Brazil  is  set  to  build  mar- 
ket share  at  the  expense  of 
International  competitors, 
including  Zimbabwe.  Not 
only  has  its  production  risen 
by  a third  to  400m  kg  from 
313m  kg  last  year,  but  deval- 
uation of  the  Real  has  made 
it  an  even  lower-cost  sup- 
plier than  normal. 

Zimbabwe,  which  began 
1999  with  a stockpile  of 
150m  kg.  some  23  per  cent 
higher  than  a year  ago.  has 
grown  a small  crop  esti- 
mated at  185m  kg,  down  16 
per  cent  on  last  year. 

Industry  sources  say  qual- 
ity is  variable,  with  a large 
proportion  of  excellent 
tobacco,  but  demand  for 
higher  quality,  more  costly 
leaf  is  likely  to  be  subdued 
this  year,  resulting  in  a 
slightly  lower  average  price 
over  the  season. 


The 

for  ; an  average: 
around  IKS  cents 
would  give  growers;  Agate 
income  of  some  $3G5nvdawn; 
18  per  cent  from  Tas^Jear 
and  the  lowest  s!nce;^^%; 

Growers  who.  had;  Bagjjt-1. 
ened  a boycott  . ;of  the  --30$. . 
tions  in  protest  against  a-»  ; 
per  cent  turnover  tax- bn. 
tobacco  sold  from  tire  fetes 
have  abandoned  their,  j&aiai 
following  official  promises' 
that  the  tax  will  be?  eased  -■ 

The  “tax-on-taix"  element 
is  to  be  dropped,  ftQovdhg  7 
growers  a tax  credit  for. 
income  tax  purposes^  though 
the  levy  remains  10  per  eefct.  i 

Despite  this,  the  sales  ase 
likely  to  start  slowly.  Grow- 
ers learned  an  important les^. 
son  last  year  when  the  steep  ' 
devaluation  of  the  Zimbahwe-- 
dollar  during  the  sales 
meant  those  who  sold  -late 
earned  twice  as  much  as 
early  sellers,  despite  a very  f 
similar  US  dollar  price.  ; 

Since  most  analysts  expect 
the  Zimbabwe  dollar  to; 
resume  its  slide  over  the 
next  six  months,  farmers  arc 
likely  to  delay  deliveries  to-, 
the  floors  in  hopes  of  getting  _ 
higher  local  currency  Prices.  . 

They  are  likely  to  need 
them.  The  Zimbabwe 
Tobacco  Association,  which  : 
represents  growers, ..  says ' 
form  costs  have  risen  60  per 
cent  a year  in  the  last  two 
years.  At  the  current  rate  of  ' 
Z$38  to  the  US  dollar,  an  . 
average  price  of  165  cents  a 
kg  would  give  a local  price 
of  ZJ62.70.  some  80  per-cent 
higher  than  last  year. 

But  average  yields  are 
down  because  of  the. 
weather,  inflation  is  53  per. 
cent  and  rising,  form  work- 
ers are  demanding  big  wage 
increases,  while  interest: 
rates,  currently  45  per  cent,, 
are  also  set  to  rise.  Margins 
will  be  squeezed  and  another 
year  of  reduced  profits  could 
force  the  less  successful 
growers  out  of  the  industry. 
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ACROSS 

1 Return  of  the  Swan  maid- 
en's assistant  as  queen,  a 
sister  to  M?  (8) 

5 Viv  leaves  exam  for  a short 
time  with  a bird  f6J 

9 A successor  to  M is  an  art- 
ist in  the  good  food  busi- 
ness (8) 

10  Rare  sign  of  trauma  at 

church  (6) 

11  Despicable  fellow  gets  right 
to  share  of  large  book  for 
money  18) 

12  Don't  recall  fake  model  (6) 

14  Hospital’s  backing  signifies 

total  reversal  of  squint  fio) 

18  The  young  M was  Mary's 
(6,4) 

22  Scientist,  a sister  to  M?  (6) 

23  Broken  ribs,  a cause  of  dis- 
tress for  a sister  to  M?  (8) 

24  With  a race  to  follow  it 
helps  to  keep  one’s  teeth 
mce  (6) 

25  Fundainentally  parasitic 
larva  in  a cat  (2.6) 

26  Soldier  poet,  a sister  to  M? 
(G) 

27  Link  between  hospital  doc- 
tor and  model  (8) 

DOWN 

1 Kidnap  the  sailor  as  he 
goes  over  the  Channel  (6) 

2 Make  Certain  a number 
escape  blame  *8) 

3 At  both  ends  there's  a field 
with  a shrub  (6) 

4 How  things  may  be  poised 
toUe  at  Clyde  structure 


6 M’s  sovereign  state  (fl) 

7 Setter  with  most  of  Welsh 
woolly  on  might  need  jok- 
ers (4,4) 

8 Systematic  essay  demand- 
mg  small  change  In 
meats  (.8) 

13  A successor  to  M.  a tree 
tamng  the  Queen's  weight 

15  Quality  of  a successor  to  M, 
perhaps,  to  finish  up  in  the 
mirror  (8) 

16  Good  creature  with  back 
put  up  needing  to  be  stiff- 
ened (8) 

17  Follower  of  distant  succes- 
sor to  M to  tflicp  effect 
Zptowt  retreat  (8) 

19  Deposit  of  burnt  residue  on 
land?  (6) 

20  Carnivore  on  the  10th  of 
March  (6) 

21  Let’s  tell  you  what  to  do 
with  unruly  hair  (6) 

Solution  9866 
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LONDON  STOCK  EXCHANGE 

Wall  Street  high-tech  sell-off  jolts  FTSE  indices 


MARKET  REPORT 


By  Steve  Thompson, 

IK  Stock  Market  Editor 


London's  stock  market, 
riding  a wave  on  Monday 
when  the  two  main  FTSE 
indices,  the  100  and  All- 
Share.  hit  all-time  highs-  was 
hit  hard  and  last  yesterday 
by  Wall  Street's  about-turn 
overnight. 

That  move  saw  the  Dow 
Jones  Industrial  Average,  up 
well  over  200  points  as  Lon- 
don dosed,  suddenly  go  into 
reverse  and  end  a net  53 
points  lower  as  technology 
and  internet  stocks,  so 


recently  booming,  came 
under  heavy  fire. 

Dealers  in  London  were 
under  no  illusions  about 
London's  response.  “There 
was  no  way  we  were  going 
to  stand  in  the  way  of  a 320- 
point  reversal  in  the  Dow," 
said  one  marketmaker.  “It 
was  cut  the  book  and  get  out 
of  the  way,  and  that  strategy 
proved  to  be  the  right  one." 

There  were  a handful  of 
extremely  short-lived 
attempts  to  try  to  get  the 
leaders  to  rally,  but  these 
were  quickly  doused  as  sell- 
ers emerged  whenever  the 
buyers  put  their  heads  above 
the  parapets. 


When  the  curtain  came 
down,  the  FTSE  100  was  left 
with  a 195.5  or  3 per  cent  fall 
at  6,319.8.  At  its  worst,  an 
hour  after  Wall  Street  came 
in  and  as  the  Dow  gave  up  a 
modest  early  gain  and 
dropped  more  than  70  points, 
the  index  was  down  235.1. 

The  pain  in  the  equity 
market  spread  right  across 
the  board,  with  the  FTSE  250 
and  SmallCap  indices,  which 
have  been  chased  sharply 
higher  since  the  start  of  the 
year,  also  suffering  a severe 
setback. 

The  FTSE  250.  which 
many  observers  had  expec- 
ted to  challenge  its  intra-day 


record  in  the  short  term, 
posted  a lou.fi  fall  3t  its  low- 
est of  the  day.  and  finished 
95.8  lower  at  5.753.6.  The 
FTSE  SmallCap,  meanwhile 
closed  down  16.6  at  2.473.0 

Perhaps  the  biggest  disap- 
pointment for  the  market, 
however,  was  the  perfor- 
mance of  the  FTSE  All-Share 
index,  which,  only  a day 
after  closing  triumphantly 
above  tbe  3.000  level, 
dropped  back  sharply  to 
close  80.99  lower  at  2.929.26. 

Marketmakers  did  not 
appear  to  expect  tbat  yester- 
day's setback  was  the  start 
of  a really  substantial 
decline  in  markets.  "It 


doesn't  feel  as  if  it  is  the  big 
one:  there  is  too  much  corpo- 
rate activity  out  there.  It 
may  correct  later  but  not 
yet."  said  one. 

Another  said:  “We  might 
be  in  for  an  unpleasant  few 
days  and  the  market  is  lack- 
ing confidence.  I think  we’ll 
end  the  week  substantially 
lower,  but  it  doesn't  feel  as  if 
we're  going  over  the  edge  of 
a cliff.'" 

Other  comments  from 
equity  salesmen  were  that 
May  is  traditionally  a diffi- 
cult month  and  that  the  mar- 
ket has  not  taken  account  of 
the  war  in  the  Balkans.  But 
the  overwhelming  view  was 


that  although  Footsie  looked 
tired  at  6,500.  it  offered 
decent  value  at  6.200  to  6,300. 

Turnover  in  equities  was 
Ulbn  shares,  with  FTSE  100 
stocks  accounting  for  just 
over  half  the  total.  The  oil 
majors  were  again  heavily 
traded,  as  were  the  drug 
'stocks  and  food  retailers. 

Consumer  stocks  provided 
the  majority  of  the  handful 
of  winners  in  the  FTSE  100 
list  while  it  was  telecoms/ 
cables,  represented  by  Ener- 
gis.  TeleWest  and  Colt  that 
were  prominent  among  the 
losers,  along  with  Dixons, 
because  of  its  recent  inter- 
net-driven outperfonnance. 


• Feb  . 1999. 
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Best  performing  sectors 

1 Ownffled  hluSias 

2 PBrsral  Care  fi  Hbb  Prods 

3 Rests  Pute  & Brwotes 

4 Swrages 

5 ittSStoH  Goods  & Texts  
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Cable 
groups 
in  tangle 

COMP/WIKR^CT 

By  Peter  Join  and  Martin  Brice 

Cable  telecoms  companies, 
some  of  the  strongest  per- 
formers in  the  UK  market 
over  the  past  year,  fell 
heavily  on  expectation  of  a 
regulatory  inquiry. 

Oftel  and  the  Independent 
Television  Commission 
announced  a consultative 
document  on  tbe  selling  of 
“bundled”  telephone  and 
television  services. 

Telewest,  which  recently 
launched  a telephone  and 
television  service,  was  a big 
Footsie  casualty  with  a fall 
of  20  to  252Kp.  Cable  & Wire- 
less Communications,  which 
has  also  set  up  a service,  fell 
31%  to  658Vip. 

There  was  added  pressure 
from  ABN  Amro,  which  has 
turned  more  cautious  on  the 
whole  European  telecoms 
industry.  Analyst  James 
Ross  is  “concerned  about  the 
extra  capital  expenditure 
Involved  in  meeting  the 
needs  of  the  internet". 

Although  it  still  likes 
Cable  & Wireless  and  the  cel- 
lular stacks.  It  has  turned 
less  keen  on  Colt  Telecom, 
which  fell  83  to  £10.70,  and 
remains  cautious  of  BT. 
which  dropped  37  to  B82p. 

Meanwhile,  satellite  broad- 
casters BSkyB  and  Carlton, 
which  should  have  been  rub- 


bing their  hands  at  the 
news,  fell  22  to  54ip  and  29% 
to  613'/*p. 

Takeover  rumours  on 
Greenalls  saw  the  stock 
swim  against  the  falling  tide 
as  it  gained  8%  to  345%p. 
The  stock  has  been  men- 
tioned as  a potential  bid  tar- 
get for  some  time  as  consoli- 
dation has  moved  up  the 
agenda  among  leisure 
groups. 

However,  the  latest  round 
of  chat  comes  after  a period 
of  underperformance  that 
has  seen  the  stock  fell  from 
386%p  reached  in  February 
to  touch  320p  this  month. 
Some  analysts  said  the  share 
price  rise  could  be  driven  by 


improving  fundamentals. 
Volume  yesterday  was  2.8m. 

Potential  bidders  included 
Bass  and  Whitbread.  Ana- 
lysts said  each  could  take 
Greenalls'  hotels  business 
into  its  portfolio.  Bass  was 
ahead  23  at  898p  as  7.7m 
were  deait  and  Whitbread 
rose  31  to  £10.38  amid  3.6m 
traded. 

However,  analysts  added 
that  the  series  of  trading 
updates  from  the  leisure  sec- 
tor during  the  next  month  or 
so  were  likely  to  result  In 
stronger  share  prices  as  fore- 
casts took  on  board  tbe  like- 
lihood of  the  UK  economy 
avoiding  recession  and 
enjoying  a soft  landing. 


Best  and  worst  performing  FTSE  sectors 

Diversified  Industrials 
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Jan  1999 

Saater  FIX  Hanawre 

Positive  sentiment  on 
prospects  for  the  drinks 
industry  spread  to  Diageo, 
up  12  at  688p  and  Scottish  & 
Newcastle,  which  rose  4 to 
703p. 

Leading  oil  stocks 
retreated  as  the  underlying 
oil  price  failed  to  break 
through  $16  a barrel.  BP 
Amoco  dropped  B2Vs  to  £11.20 
while  Shell  Transport,  which 
went  ex  dividend  on  Mon- 
day, fell  23  to  434V, p,  with 
volume  of  50m  making  it  the 
most  heavily  traded  single 
stock  in  London  yesterday. 
Lasmo  moved  forward 
another  7V«  to  1491-ip. 

Reuters  Group  fell  sharply 
as  the  broad  weight  of  gen- 
eral equity  selling  was  exac- 
erbated by  disappointment 
with  first-quarter  figures. 

Although  the  rise  In  reve- 
nue to  £771m  was  in  line 
with  forecasts,  turnover  only 
improved  by  5 per  cent  once 
the  currency-related  aspects 
of  the  gain  were  stripped 
out.  Also,  Peter  Job.  the 
notoriously  cautious  chief 
executive,  said  weakness  in 
emerging  markets  and  dull 
conditions  in  foreign 
exchange  continued  to  weigh 
on  sales.  The  shares  closed 
70%  off  at  861  Vip. 


Highly  rated  Information 
technology  stocks  suffered 
most  as  investors  moved  to 
lock  in  profits.  The  list  of  the 
worst  FTSE  256  stocks  was 
also  a list  of  tbe  larger  infor- 
mation technology  stocks. 
The  worst  in  the  mid-cap 
index  was  IT  services  and 
software  company  FT  Group, 
which  was  off  almost  12  per 
cent  or  37%  to  287%p. 

ARM  Holdings,  in  which 
Apple  Computer  of  the  US 
has  a stake  of  15  per  cent 
and  Acorn  has  24  per  cent, 
was  off  almost  10  per  cent  or 
287%  at  £25.95. 

Printer  upgrade 

St  Ives,  the  printing  and 
direct  mail  group,  was  the 
best  performer  in  the  FTSE 
250  index  with  a 10  per  cent 
rise  after  strong  figures  pro- 
duced a rash  of  upgrades. 

There  was  also  a flurry  of 
takeover  speculation.  Chief 
executive  Miles  F.mley  was 
quoted  as  saying  the  com- 
pany was  “very  considerably 
undervalued . . . Every  busi- 
ness has  its  value  and  if 
someone  makes  an  approach 
to  us  we  will  review  it  on  its 
merits." 

Finally,  there  are  hopes 
that  the  company,  which 
won  the  contract  to  print  the 
documents  for  the  BP-Amoco 
merger,  will  secure  the  Asda 
Kingfisher  contract  and  the 
Goldman  Sachs  flotation.  It 
rose  49  to  530%p. 

Daily  Mail  & General 
Trust  jumped  as  one  broker 
upgraded  its  profits  forecasts 
for  the  next  three  years  and 


set  a £35  price  target  on  the 
stock.  The  shares  rose  23  to 
£32.85. 

SmtthKIine  Beecham 

resisted  the  global  rout  in 
pharmaceutical  stocks  after 
announcing  strong  figures. 

The  group  announced 
first-quarter  profit  of  £510m, 
up  from  £440m  and  at  the 
top  of  the  range  of  analysts’ 
forecasts.  Also.  Jan  Leschly. 
chief  executive,  was  confi- 
dent that  Avandia.  Smith- 
Kllne's  new  blockbuster  dia- 
betes drug,  would  get  US 
regulatory  approval  this 
week. 

On  tbe  downside,  the  com- 
pany announced  it  bad  pul- 
led Idoxifene  for  osteo- 
porosis, a potentially  impor- 
tant product  in  development. 
The  shares  were  lifted  14’% 
to  526p  while  Glaxo  Well- 
come fell  60  to  £18.48. 

I Cl  was  the  best  perform- 
ing stock  in  the  Footsie  with 
the  shares  gaining  32  to 
705 !',p  on  the  back  of  the 
global  shift  from  momentum 
stocks  and  into  cyclical 
“value”  plays. 

Reckitt  & Colman.  which 
traditionally  moves  East  on 
little  volume,  was  pushed  up 
18  to  679%p  after  a couple  of 
buy  orders  in  a thm  market. 
There  was  also  feint  specula- 
tion of  corporate  activity. 
One  dealer  said  AB  Foods 
would  still  have  Elm  cash 
pile  after  its  £448m  return  to 
shareholders  although  oth- 
ers were  sceptical.  Reckitt  is 
capitalised  at  £2-7bn. 

Leisure  stocks  were  hurt 
by  a combination  of  con- 
flicts. 

The  war  in  Kosovo  had 
resulted  in  felling  bookings 
and  cancellations  for  eastern 
Mediterranean  cruises  for 
Carnival,  the  US  travel 
group.  Nearer  to  home  the 
prospect  of  Thomson  fight- 
ing to  preserve  its  market 
share  in  the  UK  saw  the 
stock  off  16  at  159p. 

Airtours  was  down  35  at 
453V4p.  First  Choice,  which 
has  agreed  to  merge  with 
Switzerland's  Kuoni,  was  up 
2 at  192p. 
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STOCK 


MARKETS 


Bourses  get  the  message  from  internet  falls 


■OUOnHHV 

Monday's  dramatic  nosedive 
on  Wan  Street  sent  equities 
reeling  yesterday.  Both 
Europe  and  Asia  fell  heavily 
and  the  prevailing  gloom 
found  no  comfort  In  the  fur- 
ther early  declines  for  US 
shares,  writes  Jeffrey  Brown. 

Internet  stocks,  which 
were  mostly  responsible  for 
the  dramatic  tumround  for 


the  mood  in  US  equities  on 
Monday,  were  initially 
steadier.  But  after  falls  of 
more  than  is  per  cent  for 
sector  leaders  like  America 
Online  and  Amazon.com, 
the  Investment  world  is  sud- 
denly a much  more  volatile 
place. 

There  was  little  that  Asia 
could  do  to  turn  the  tide. 
Jakarta,  up  6 per  cent  24 
hours  earlier,  retreated  4.6 


per  cent.  Among  the  bigger 
Asian  markets,  Hong  Kong 
gave  up  all  of  the  previous 
day's  2.7  per  cent  advance. 

In  Europe  there  was  a near 
rout  with  both  value  and 
growth  sectors  taking  a 
severe  mauling  The  trio  of 
electronic  leaders  due  to 
unwrap  results  tomorrow  - 
Philips,  Nokia  and  Ericsson 
- were  notably  weak.  Drugs 
were  another  sector  sought 


out  with  lethal  results  by  the 
profit-takers. 

Paris,  which  had  climbed 
to  within  36  points  of  its 
all-time  peak  on  Monday, 
lost  2.8  per  cent.  Frankfurt, 
where  sentiment  was  addi- 
tionally dented  by  the  latest 
business  confidence  survey, 
fell  3 per  cent. 

The  German  IFO  business 
survey  showed  an  improve- 
ment in  March  for  the  first 


time  in  nine  months,  but  the 
gains  to  90.2  from  just  below 
S9.8  in  February  fell  short  of 
analysts*  expectations. 

■There  is  a glimmer  of  hope, 
but  no  very  obvious  cer- 
tainty that  Europe's  core 
economy  is  on  the  mend." 
said  one  broker. 

However,  many  observers 
remain  relatively  sanguine 
about  tbe  latest  shake-out 
for  equities  in  Europe.  Ben 


Funnel,  of  Morgan  Stanley 
Dean  Witter’s  strategy  team, 
said  the  process  of  portfolio 
realignment  from  growth  to 
value  stocks  was  always 
going  -to  create  additionally 
volatility. 

"Sector  rotation  always 
creates  tugs  of  war  between 
the  bulls  and  the  bears.  We 
remain  confident  of  at  least 
10  per  cent  growth  in  Europe 
this  year.1'  he  says. 


EMERGING  MARKET  FOCUS  v/V ^5- 

New-look  party 
taken  at 


Nasdaq  turns 
higher  as  techs  ■» T r. 

European  markets  took  a 
■m  ~u  battering,  with  the  main 

stage  rebound 

^ v 0pened  weaker  following  a 

surprise  negative  perfor- 
per  cent  to  $95&.  Among  mance  on  Monday, 
other  drug  companies,  Sche-  Information  technology 
rtng-PIougb  gained  $3£  or  and  computer  services 
more  than  6 per  cent  to  $51£  stocks  mirrored  overnight 
after  it  reported  results.  losses  on  the  Nasdaq  com- 
Elsewhere  in  the  Dow,  posite,  losing  6.4  and  5.8  per 
Philip  Morris  rose  SI  to  $34 V.  cent.  The  key  cyclical  sector 
after  reporting  its  quarterly  of  construction  was  the  most 
results.  Putting  pressure  on  resilient,  posting  a O.S  per 
its  group,  Chevron  fell  5 per  cent  gain, 
cent  at  $96%  and  Alcoa  was  The  FTSE  Eurobloc  100 
down  $2%  to  $52 £ after  a index,  covering  leading  corn- 
series  of  sharp  run  ups.  pauies  in  the  euro-zone. 

A strong  report  by  online  closed  26.69  or  2.5  per  cent 
brokerage  E*Trade  sent  the  lower  to  1.041.41.  The  FTSE 
whole  sector  sharply  higher  Eurotop  100,  covering  conn- 
at  midday.  Shares  of  tries  Inside  and  outside  of 
E*Trade  were  up  $12%  to  the  monetary  union  fell  79.90 
$85£  Ampri trade  surged  *°  2.944118  while  the  broader 

22  per  cent  or  $19%  to  $107%.  FTSE  Eurotop  300  settled 
Charles  Schwab,  the  indus-  30.61  lower  to  1,276.86. 
try  leader,  was  up  a slight  PARIS  retreated  a sharp 
$2£  to  $104^  126  or  2 9 Per  cent  to  4,253.27 

Other  internet  stocks  were  ?n  the  C AC-40,  underper- 
also  higher,  with  America  fon°1Qe  other  European 
Online  up  8 per  cent  to  markets  as  Wall  Street 
$125%.  Shares  of  Doubleclick  resumed  trading  weaker, 
gained  $17  to  $121  after  Gold-  Technology  stocks  bore 
man  Sachs  upgraded  the  the  brunt  of  the  seU-off 

tracking  their  Nasdaq-listed 

TORONTO  continued  to  peerLf  STMicoclecfonics 
back  Wail  Street  lower  in  ™ rtfeB.15or  7.9  per  cent 
early  bading  in  spite  of  a *?  J95!,5  wh^  OP  ®“““ 
solidly  baaed  bounce  for  the  £■*  ® °r  " “ 

heavyweight  banking  sector  «**  Buli  reheated  30 

and  a rally  for  telecoms.  , 

»rr  nZZ,  tua  h onPhmorV  France  Telecom  weakened 

J*  011  **  pIanned  Ital- 

J1 ^ ia-Deutsche  Telekom  link-up 
added  to  Monday  s 1.5  per  des^te  that  negotia- 

cent  setback,  losing  a fur- 

m Aa  a eon  nous  between  tbe  two  were 

ttar  IMS  » UML  stalled.  Shares  in  the  carrier 

Ranks,  which  were  among 
the  heaviest  casualties  on 

Monday,  attracted  the  bar-  ^ ^ ^ 

gain  hunters. 

Royal  Bank  of  Canada  were  ^3.30  off  to  €73.20, 
added  85  cents  at  CJ76J5  and  while  Alcatel  shed  €920  to 
Toronto-Dominion  Bank 

gained  C$1  JO  at  $73.70.  Bank  Rhodia  pared  most  of  last 

of  Nova  Scotia  rose  95  cents  week’s  gains,  ending  €1.95 
to  C$34.60.  off  to  €17.55  as  enthusiasm 

Industrials  mostly  lost  for  cyclicals  turned  selective, 
ground.  Alcan  Aluminium  Saint-Gobain,  however, 
retreated  80  cents  at  C$48  extended  its  recent  ran  to 
and  Canadian  Pacific  came  finish  €7  JO  higher  to  €170.70 
off  15  cents  at  C$33.35.  as  banks  upgraded  tbeir 

Resource-based  stocks  recommendation, 
were  also  out  of  favour.  In  FRANKFURT  shed  3 per 
golds,  Barrick  shed  80  cents  cent  on  the  Xetra  Dax  index, 
at  C$27.95  while  in  the  which  ended  off  150.99  at 
energy  sector  Imperial  Oil  5,101.41  after  touching  a low 
fell  50  cents  to  C$29.30.  for  the  session  of  5.082J1. 

Telecoms,  an  uneasy  mar- 

v - - - - ket  lately  as  a result  of  the 

Dow  setbacks  add  to  ®SSTfiSTS£ 

Sao  Paulo  downslide  turned  less  positive  and 

merger  hopes  faltered. 

from  cement  giant  Cemex  Deutsche  Telekom's  on 
kept  investors  downbeat  merging  with  Telecom  Italia 
Cemex,  which  reported  a 
below  par  10  per  cent  gain  in 
first-quarter  operating  prof- 
its, retreated  80  centavos  to 
47 JO  pesos.  The  IPC  index 
was  off  37.05  at  5,427.12  at 
mi&session. 

CARACAS  came  back  from 
its  three-day  weekend  in  pos- 
itive mood,  thanks  mostly  to 
the  latest  gains  for  interna- 
tional oil  prices.  The  IBC 
index  was  up  8.30  at  4J59.79 
at  midsession. 


IT  bears  brunt  of  sell-off 
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US  shares  were  mixed  in 
early  trading  as  leading  tech- 
nology stocks  pushed  cau- 
tiously higher  after  Mon- 
day’s heavy  round  of  selling 
for  the  sector,  writes  John 
Lnbote  in  New  York, 

Investors  carefully  picked 
through  the  wreckage  after 
the  Nasdaq  composite  index 
racked  up  Its  second  steepest 
points  decline  on  Monday. 
By  early  afternoon,  the  Nas- 
daq was  on  the  rebound,  up 
48.03  or  2 per  cent  at  2JS3.64. 

The  blue-chip  sector  lost 
further  ground  but  was  well 
above  its  worst  early  levels 
with  the  Dow  Jones  Indus- 
trial Average  down  9.16  at 
10,431.37.  The  broader  mar- 
ket had  a positive  tone,  with 
tbe  Standard  & Poor’s  500 
index  up  1499  to  1 .304.47. 

Investors  continued  to 
pore  over  the  latest  quar- 
terly results  on  what  is  tra- 
ditionally known  as  “super 
Tuesday"  for  the  large  num- 
ber of  bank  earnings 
released. 

As  a group,  hanks  were 
mixed  at  midday,  with  Chase 
Manhattan  off  $4*  at  $80% 
after  reporting  a 62  per  cent 
gain  in  earnings  and  Rank 
One  was  down  $1  at  $58ft 
after  reporting  Its  first- 
quarter  results.  Wells  Fargo 
climbed  $%  to  $41  ft  after 
beating  expectations. 

In  the  Treasury  market, 
the  benchmark  long  bond 
fell  £ to  96,  sending  the  yield 
higher  to  5 J25  per  cent  after 
the  morning  release  of  a 
record  trade  deficit  in 
February. 

The  report  suggested  to 
analysts  that  estimates  of 
first-quarter  gross  domestic 
product  would  be  trimmed 
back,  but  also  threw  some 
doubt  on  the  strength  of  the 
global  economy. 

Leading  pharmaceutical 
companies  were  up  after 
recent  weakness  and  as  sev- 
eral reported  first  quarter 
earnings.  Johnson  & John- 
son, a Dow  member,  rose  5.4 
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SAO  PAULO,  off  2 per  cent 
on  Monday,  continued  to 
move  lower  in  early  trading 
with  sentiment  hit  by  fur- 
ther setbacks  on  Wall  Street 
and  news  of  a currency  scan- 
dal involving  a former  cen- 
tral bank  president 

At  midsession,  the  bench- 
mark Bovespa  index  was  off 
299  or  2.7  per  cent  at  10,898. 

MEXICO  CITY  also  contin- 
ued to  lose  ground.  Wall 
Street  uncertainty,  an 
upward  blip  for  local  T-bills 
and  disappointing  results 


Jo’burg  follows  US  lower 


SOUTH  AFRICA 


Johannesburg  was  spooked 
by  Monday's  fall  on  Wall 
Street  and  the  overall  index 
gave  up  70.5  to  6.922J  In 
turnover  of  Ri.9bn. 

Industrials  dropped  86-5  to 
7.463J.  golds  tumbled  21 J to 


1,010.6  and  the  local  informa- 
tion technology  sector  gave 
up  2.6  per  cent 
Activity  was  dominated  by 
trade  in  mining  conglomer- 
ate Anglo  American  ahead  of 
its  listing  in  London  on  May 
24.  The  shares  gained  500 
cents  to  R302. 


Fears  of  unrest  shake  Jakarta 


ASIA  PACIFIC 


Wall  Street's  overnight 
volatility  and  fears  of  civil 
disturbances  in  the  run-up  to 
Indonesia's  general  election 
in  June  were  behind  a 
shakeout  in  JAKARTA. 

The  market  was  Asia's 
main  casualty,  with  the  com- 
posite index  dosing  22.18  or 

4.4  per  cent  lower  at  485.97 

after  touching  a low  for  the 
session  of  477 J2. 

Among  blue  chips.  Tele- 
kom fall  Rp25  to  Rp3J50  and 
Astra  Internationa]  retreated 
RpL50  to  Rpl,175. 

TOKYO  had  a mixed  day 
as  technology  stocks  tum- 
bled but  other  sectors 
rebounded,  writes  Gillian 
TetL 

The  Nikkei  225  average 
closed  up  22.9  points  at 
16,697.11,  after  trading 
between  16,526.53  and 
16,749.05.  The  Topix  index, 
however,  dosed  3.79  down  at 
1J28J.  while  the  Nikkei  300 
fell  0.64  to  close  at  266J3. 

A total  of  636m  shares 
changed  hands  on  the  first 
section,  slightly  lower  than 
the  levels  seen  in  recent 
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days.  Losers  outpaced  gain- 
ers 640  to  557,  with  127  issues 
unchanged. 

The  best  performing  Sec- 
tors were  transport  equip- 
ment, gas  and  real  estate. 
However,  most  exporting 
sectors  suffered  as  investors 
continued  to  express  alarm 
about  the  potential  impact  of 
a rising  yen  on  companies 
such  as  Sony,  TDK  and 
Tokyo  Electron- 

Japanese  government  offi- 
cials have  been  stressing 
that  they  do  not  wish  to  see 


any  rapid  surge  in  the  value 
of  the  yen.  And  in  private 
most  indicate  that  a level  of 
around  Y120  to  the  dollar 
would  be  desirable. 

However,  with  the  Japa- 
nese currency  currently  hov- 
ering around  YI17,  there  is 
growing  concern  the  cur- 
rency could  strengthen  fur- 
ther without  intervention. 

SINGAPORE  ended  a five- 
day  rally,  dampened  by  a 
reversal  of  fortune  on  Wall 
Street  despite  late  buying  by 
European  investors  that  res- 
cued the  market  from  its 
lows.  The  Straits  Times 
index  finished  32.83  or  1.8 
per  cent  off  to  1.S09.48. 

Technology  shares  took 
the  brunt  of  the  losses,  fol- 
lowing tbeir  US  peers  lower. 
The  sub-index  fell  5.3  per 
cent,  while  Creative  Tech- 
nology shed  SS2.6Q  to  SS22.70 
and  Venture  Manufacturing 
lost  80  cents  to  S89  JO. 

HONG  KONG  dropped  2.8 
per  cent,  in  spite  of  a posi- 
tive outcome  to  the  eagerly 
awaited  government  land 
auction,  as  investors  sold 
blue  chips  on  worries  about 
possible  share  placements 


and  the  direction  of  Wall 
Street.  The  Hang  Seng  index 
lost  356.66  to  close  at 
12.409.78. 

Hutchison  Whampoa  tum- 
bled HKS5.75  or  8.1  per  cent 
to  HKS65J5  in  spite  of  its 
denial  that  it  was  consider- 
ing a secondary  offering  of 
100m  shares. 

BANGKOK  suffered  along 
with  other  regional  markets, 
with  the  SET  index  closing 
6.08  or  1.5  per  cent  lower  to 
406.11,  dragged  down  by 
losses  in  telecom  issues.  The 
telecom  sub-index  was  off  4.4 
percent. 

Traders  said  investors 
were  pausing  after  driving 
the  market  up  nearly  30  per 
cent  from  its  1999  low 
reached  in  February. 

KARACHI  was  encouraged 
by  news  that  Hub  Power  and 
the  government  had  agreed 
to  suspend  litigation  and 
start  talks  to  end  the  sim- 
mering row  over  tariffs  and 
corruption.  The  KSE-100 
index  dosed  to  26.99  or  2.6 
per  cent  higher  at  1.050 J3. 

Hubco  put  on  60  paise  to 
R&16.90,  while  Fauji  Fertil- 
izer put  on  Hs2  to  R&S3.70. 


200 

0 


Jan  19S9  Apr  Jan  1999  Apr 


bit  political  snags,  ABN 
Amro  moved  from  over- 
weight to  neutral  on  the 
European  sector  and  WestLB 
Pamuure  cut  earnings  esti- 
mates at  Mannesman!!. 

Deutsche  Telekom  shed 
€1.30  to  €36.60.  Mannes- 
mann,  hit  by  a WestLB  cut 
in  1999  earnings  per  share 
estimates  to  €1.32  from 
€1.49.  fell  €1.95  to  €117.70. 

Insurers  were  also  weak. 
Allian2  lost  €12.30  at  €290 
and  Munich  Re  €11.30  at 
€180.10.  Pulled  lower  by  the 
overnight  slide  for  US  techs, 
SAP  gave  up  €16  at  €273. 

AMSTERDAM  fell  9.77  or 
1.8  per  cent  to  549.62  on  the 
AEX  Index,  pushed  down  by 
steep  falls  for  market  heavy- 
weights. 

Philips,  hit  by  the  fallout 
for  US  techs,  tumbled  €3J0 
or  4 per  cent  to  €77.75  while 
Royal  Dutch  lost  €1.45  at 
€62.05.  Unilever  ended  €2 
lower  at  €61.45. 

KLM  stayed  firm  on  the 
news  that  US  partner  North- 
west had  turned  in  better- 
than-expected  first-quarter 
results.  The  shares  added 
€1.40  at  €29.65  for  a gain  of 
more  than  20  per  cent  over 
the  past  seven  sessions. 

ZURICH  recovered  from 
its  lows  for  the  day,  but  the 
SMI  index  still  finished  119.4 
or  1.7  per  cent  lower  at 
7,129.4  as  the  heavily 
weighted  pharmaceutical 
sector  came  under  renewed 
pressure  after  Monday's 
respite. 

Roche  certificates  lost 
SFr270  to  SFrl7J50  in  spite 
of  its  upbeat  forecasts  on 
sales  and  results  for  1999. 
Novartis  finished  SFr5l 
lower  at  SFr2,34Q  ahead  of 
Its  first-quarter  figures  due 
today. 

Most  financial  shares  were 
lower.  UBS  lost  SFr4.50  to 
SFr479  and  CS  Group  was 
SFr7  down  at  SFr283.50. 

Adecco  which  published 
1998  figures  on  Monday, 
dropped  SFr3S  to  SFr730. 


Distefora  lost  SFr6.50  after 
last  week's  string  of  strong 
gains.  The  shares  finished. 
SFr6  weaker  at  SFM43.50. 

Against  the  trend,  con- 
struction group  Holderbank 
set  a 1999  high  of  SFrlJM9 

before  closing  SFr26  higher 
on  the  day  at  SFrl.840. 

MILAN  closed  near  its 
lows  for  the  day  as  hopes  for 
a recovery  in  high-tech 
stocks  were  dashed  by 
renewed  early  weakness  on 
Wall  Street.  The  real-time 
Mlbtel  Index  lost  279  to 
24,773. 

Telecom  Italia  and  Tim 
were  suspended  for  a second 
straight  day  as  Telecom's 
board  met  to  discuss  plans 
for  a merger  with  Deutsche 
Telekom.  The  meeting  was 
continuing  as  the  market 
closed. 

Olivetti,  which  has  made  a 
$65bn  offer  for  Telecom, 
ended  1J  per  cent  lower  at 
C2J88.  Olivetti  said  on  Mon- 
day that  it  was  pressing 
ahead  with  its  offer. 


The  banking  sector  was 
also  in  focus.  San  Paolo-IMX 
put  on  1.1  per  cent  to  €14.60 
on  assurances  from  a board 
member  that  the  bank 
planned  to  go  ahead  with  a 
share-swap  merger  offer  for 
Banca  di  Roma.  Roma  rose 
€0  JO  to  €L57. 

Analysts  noted  that 
Antonio  Fazio,  the  Bank  of 
Italy  governor,  was  down- 
beat about  San  Paolo- IMI's 
offer  and  UniCredito's  simi- 
lar offer  for  BCI  when  he 
told  a joint  parliamentary 
committee  that  neither  bank 
had  given  tbe  central  bank 
advance  notice  as  they  were 
required  to  do.  UniCredito 
fell  23  per  cent  to  €452  and 
BCI  ended  L7  per  emit  lower 
at  €7.37. 

OSLO  staged  a damage- 
limitation  exercise,  helped 
by  a fresh  rise  in  03  prices 
and  resilient  offshore-related 
shares.  The  Total  share 
index  finished  7.68  lower  to 
1,096 J7,  ahead  of  most  Euro- 
pean markets,  after  spending 
most  of  the  day  in  positive 
territory. 

HELSINKI  tumbled 
throughout  the  day  to  post  a 
4 J per  cent  loss  at  the  dose, 
virtually  wiping  out  the 
sharp  gains  of  recent  weds. 
The  Hex  index  finished 
289.05  off  to  6.466 .81.  dragged 
down  by  a 7 J per  cent  fall  in 
Nokia,  off  €5  J5  to  €66.45. 

Forestry  and  paper  stocks 
stood  tbeir  ground  with  the 
sub-index  adding  0.3  per 
cent 
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The  Turkish  stock  market 
yesterday  recovered  its 
nerve  after  bring  tairon  off 
guard  by  the  meteoric  rise  in 
Sunday's  general  election  of 
the  far  right  Nationalist 
Action  (MHP)  party. 

The  IMKB-100  index  closed 
10  per  cent  higher  yesterday, 
breaching  a psychological 
barrier  of  5,000  points  in 
heavy  volume,  after  opening 
6 per  cent  lower  on  Monday. 

Markets  had  hoped  the 
poll  would  produce  a two- 
party  coalition  between. . 
Bfilent  Ecevit,  the  caretaker 
prime  minister,  and  the  pro- 
business Motherland  party 
of  Mesut  Yilmaz,  the  farmer 
premier. 

The  hope  had  been  that 
this  dream  ticket  would 
deliver  continued  efforts  to. 
drive  down  inflation,  cur- 
rently at  around  60  per  cent, 
and  in  the  process  clinch 
financial  support  from  the 
International  Monetary 
Fund. 

IMF  money  would  bolster 
the  confidence  of  Interna- 
tional lenders  and  investors 
in  Turkey  at  a time  of  fierce 
competition  among  emerg- 
ing markets  for  capital. 

But-  largely  because  Turks 
do  not  reveal  controversial 
voting  intentions  to  poll- 
sters,. the  MHP’s  emergence 
from  obscurity  to  second 
place  In  parliament  took  all 
by  surprise. 

The  big  question  for  mar- 
kets is  whether  to  take  at 
face  value  the  party's  decla- 
rations that  it  has  trans- 
formed Itself  from  an 
extreme  nationalist  party  to 
a respectable  organisation 
other  parties  can  do  business 
with. 

Its  manifesto  is  a model  of 
economic  probity,  pledging 
to  cut  inflation  to  single  dig- 
its and  continue  vital  struc- 
tural reforms  such  as  the 
privatisation  of  Turkey's 
bloated  state  sector.  . 

By  yesterday.  Turkish 
investors,  at  least,  had 
decided  to  take  comfort  from 
MHP  assertions  that  it 
would  back  reforms  and 
from  assurances  by  Mr  Ece- 


a. 


vit  and  Devlet  Bahpdi/tha- 
economist  who  runs  the 
MHP,-  that  the  two  ^biggest 
partaes  wooM  uot  be  averse 
to  forming-a  coalition.  ' .. 

“We're  in  a honeymoon 
period  how  after  the  initial 
shock,”  said  SQleyman  Tom- 
bul;  of  General  Finance 
Securities.  He  believed  the 
market  would  continue  to 
rise  until  there  was  any  neg- 
ative feedback,  such  as  new 
doubts  about  whether,  the 
parties  would  in  fact  be  able 
to  deliver  a strong  govern- 
ment.. . 

.Once  an  administration 
was  formed,  the  market's 
course  would  be  determined 
by  the  coalition’s  practical 
steps  to  cut  the  budget  defi- 
cit and  strengthen  the  finan- 
cial sector,  said  Mr-  TtombuL 

An  early  litmus  test  of  any 
new  government  - would  be 
provided  by  its  alacrity  in 
pushing  through  overdue 
laws  strengthening  banking 
supervision  and  cutting  the 
cast  of  a social  security  sys- 
tem that  allows  women  to 
retire  at  38  and  men  at  43. 

Mehmet  Sami,  vice  presi- 
dent at  Ata  Invest,  stressed 
that  lots  of  uncertainty  hung 
over  the  MHP’s  likely  behav- 
iour both  in  coalition  bar- 
gaining and  in  government 

“I  don’t  think  anybody 
knows  what  the  change  in 
the  MHP  everybody  is 
talking  about  means,"  he 
said. 

Leyla  Boulton 


Financial  Spreads  is  the  brand  new.  We  welcome  bets  big  or  small  enabling  many 

independent  and  total  y dedicated  financial  spread  more  people  to  enjoy  the  excitement  of  spread 
betting  company  backed  by  the  market  leader,  betting.  ^ 

in  sports  spread  betting.  We  offer  limited  risk  bets,  credit  facilities,  the 

highest  standards  of  service  and  were  open  from 


and  biggest  name 
Sporting  Index. 

Ymrtl  be  amazed  at  the  huge  range  of  markets  7.00am  till  930pm  Monday  to  Friday. 

avaable  ^ youtobet  on  - the  FTSE  100  Index,  A single  telephone  call  to  one 
Wall  Street,  DAX,  Nikkei.  Hang  Seng.  — 


CAC  - then  there's  currencies,  bonds, 
interest  rates,  oil  metals,  commodities 
and  options  - you  can  even  bet  on 
individual  company  shares. 

And  just  as  Sporting  Index  put  the 
'sport'  into  sports  spread  betting,  we'll 
be  putting  the  'fun'  into  'funancial' 
spread  bettingl 


....  of  our 
experienced  traders  will  enable  you  to 

place  your  bet  immediately.  There  are 
absolutely  no  fees,  costs  or 
commissions  involved  and  we  pay  all 
the  betting  charges. 

To  take  advantage  of  ail  the 
facilities  we  have  to  offer,  simply  call 
the  Freephone  number  above  for  more 
information  and  an  application  form 


E3  T9E  Q5E3T  SSEStiSH  SKEQT  79  FfftfJUSSL  SPSEfiB  antm 

*■  " " 1 • ~ • " " ■"  * " 


[.jRaiTCRSrD^Lf ^SkyNawfat : 


